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$203,400,000
COUNTY OF SAN DIEGO
Certificates of Participation
- (1993 Master Refunding)
Evidencing the Proportionate Interests of the Owners Thereof in a Lease Agreement,
Ineluding the Right to Receive Base Rental Payments to be Made Thereunder, by the Connty to the

SAN DIEGO COUNTY CAPITAL ASSET LEASING CORPORATION

$145,800,000 Fixed Rate Certificates
$13,8600,600 Structursd Yield Curve Certificates

$20,900,000 Auetion Rate Certificates

$20,900,000 Yield Curve Certificates

e -preedy Bvdeneing interest at the raies and maturing in the years set forth on the inside cover page. o

The Ceriificates evidencs proportionate interests in & Lease Agreement (He “1.ease”), to be entered into by the Comndy of San [Hego,
Catifornin (the “County”) and the Sen Diego Cownty Capital Assel Lensing Corporation {the “Corporation”}, including the right to s
receive Base Rental pagments thereunder, Teluting o certain real property and the tmprovements located theveon, s fore particularly i
deseribed herein ithe “Facilities”]. The proceeds of the Certificates, together with sther avmilable furds, will be used o refund #ix 4
separate lease Tevenis Bond and lease eertificute of participation issies presently outstamiing e e aggregate principel gmound of
$136,665,000. The inferest component of each Base Rentel payment comprises the inlerest payable with respect io the Certifisates.
Interest is payebls on March 1 and September 1 of each year, comumencing September 1, 1993, wntil maturity or the eqriier prepayment
thereaf. ) . _

Fhe Cartificates are spbject to mandatory and extraordingry prépayment prior o cueir stated maturitios as deseribed hereln.
. The Certificates are ot subjest to optiongl prepayment.
© When executed and delivered, the Certificates uill be reyistered in the naine of Cede & Co., as nomines of The Depository Trust
Company, New York, New York ( “EFTC™. DTC will act as securitivs depository of the Certificates, Oinership interests in the B
Cevdificates may be purchased in bosk-entry form only. Beneficial dwners of Certificates will not resetve physical certificates repre- 3
 senting the Certificates purchased, bub will receive 2 credit balomes on the books of the nominess of such purchosers whe are Partic- z
ipants of DTC. The Certificates wiil net be trangferable or exchangeable, except for tramsfer to anather nomines of DTC as described
heroin. Principal and intevest due with respect to the Certificates will be paid by State Street Bonk and Trust Company of California,
7 4., us Trustes, 1o DTC, whick will in turtt remit such principal, gremiwn, if any, ond interest to ifs pariicipants for subsequent
disbursement to the beneficial owners of the Certificates as dencribod fierein, See APPENDIX P ROOK-ENTRY-ONLY SYSTEM",
The County covenanis in the Lease that, as long as the Facilities are available for the County’s use and possession, 1t witl muke
alf Buse Rental poyments and other poyments provided for therein, it will take such qrtion as may be kecessary to include ali such
payments I its annwal budget, and it will make the necessary annual appropriations for such payments. Abthough the Counly
covenanla to meinfain certain insirance policies wnder the Lease, the Cownly's obligation fo make Base Rental payments is subject
1o abatement 1n the event of damage or destruction to, or condemmation of, the Frvilities er any portion thereof, or defects in titie to
the renl property on which the Facilities are cituated. See APPENDIX E—"SUMMARY OF PRINCIPAL LEGAL DGCUMENTS—

The Lease Agreement”. .
Payment of the principal and interest evidenced by the Certifioates when due il be insured by o municipel bond ingurance poticy
to be tssued by AMBAC Indemnity Corporation simubtaneously with the detivery of the Certificates.

PRRRAET Y GOPOORATYIN

- THE OBLIGATION OF THE COUNTY TG MAKE BASE RENTAL OR ADDITIONAL RENTAL PAYMENTS UNDER
THE LEASE DOES NOT CONSTITUTE AN ORLICATION OF THE COUNTY FOR WHICH THE COUNTY IS OBLI-
GATED TO LEVY OR PLEDGCE ANY FORM GF TAXATION OR FOR WHICH THE COUNTY HAS LEVIED OR
PLEDGED ANY FORM OF TAXATION. NEITHER THE CERTIFICATES NOR THE OBLIGATION OF THE COUNTY
10 MAKE BASE RENTAL OR ADDITIONAL RENTAL PAYMENTS UNDER THE LEASE CONSTITUTES AN INDEBT-
EDNESS OF THE COUNTY, THE STATE OF CALIFORNIA OR ANY OF ITS POLITICAL SUBDIVISIONS WITHIN S
THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY DERT LIMITATION OR RESTRICTION.

e e P e s

i
Z
H
:
B
5
b
Z
=

M

In the opinion of O'Melveny & Myers and Harrison, Taylor & Bazile, Co-Special Co&ngei,_amméng_ complianze by the County

with certain tar covenands destribed herein, the porlon of each Base Rental payment designated oy and comprising interest and
received by the Oumers of the Certificates is excluded from gross incomne for federval income lak purposes wnder existing stafutes,
regubations, ritings-and cowrt decisions and i exerapt from personal incoms tazes of the State of California under present state Lo,

Howener, interest is tncluded in the conrpulidion of certain federal tawes on corporations. See “TAX EXEMPTION” herein.

This caver page confaing certain information for general veference only. It e not intended o5 a summary of this fransaction.
Investors are advised to read the entire Official Statement t obtain information essential to making an informed inveshment decision.

The Certificates are offered when, as and if delivered to and recetved by the Underwriters, subiject to the approval as to legakity by
o' Melveny & Myers and Harrison, Toylor & Bazile, Co-Special Cownsel, and subject o certuin ather conditions. Certain lagal matiers
will be pasved upen for the County and the Corporation by the County Counsel. Certain legal maiters will be passed upon for the
Underwriters by Jones Hall Hill & White, 4 Professional Law Corporation. It is ewpected that the Certificates in definitive form will
be delivered through the DTC book-eniry system in New York, Naw York on or about May 27, 1998.

MORGAN STANLEY & CO. PAINEWEBBER INCORPORATED

Incorporated
MERRILL LYNCH & CO.
SMITH BARNEY, HARRIS UPHAM & CO.
‘ Yaeorporated ‘ ‘
~ ARTEMIS CAPITAL GROUP, INC.
Dated: May 21, 1593 L. P. CHARLES & GOINGS, INC.



_ $203,400,000
COUNTY OF SAN DIEGO
Certificates of Participation

(1993 Master Refunding)

. $145,800,000 Serial Fixed Rate Certificates . L
Dated: May 1, 1993 ' ' Due: September -1,‘“as’s'11b1‘1ri1"b';§}:_loy_&

Interest evidenced by the Fived Rate Certificates accrues from their date and is payable on September 1, 1993,:6nd
each March 1 and September 1 thereafter. Onimership interests in the Fived Rdte Certificates will be in denominatiovisy 73

of 5,000 and integral multiples thereof. B .
' .. MATURITY SCHEDULE

Maturity Date ' Principal Interest Prige/ -7 Maturity Date Principal Interest Price!

(September 1) ' Amount  Rate Yield " (September 1) o Amount Rate Yieid
86475000 250 % 2.35% : 2000 .o | $11,565,000 L75 % 4.85%

9,305,000 3.00 100.00 , 2001 i e 12,150,000 5.00 5.05

8,625.000 3.50 3.55 2002 ... PRI 12,770,000 5.00 5.15

9.675,000 3875 3.95 003 e 13,450,000  5.125 5.25

. 10,095,000 4.125 425 oo 2004 ool 14,180,000 5.85 5.35

10,550,000 4.375 .45 ) 2005 ........... I 14,945,000 5.25 - 5.45
11,815,000 7_3,';.50 . 4.65 ) o ) "Q

(Pjus accrued interest from May 1, 1993 )
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- $15,800,000 Structured Yield Curve Certificates
Dated: Date of Delivery ) ‘ ‘ : Due: September 1, as shown below
Interest evidenced by the Structured Yield Curve Certificates (“SYCCs”) is payable on September 1,
1993, and each March 1 and September 1 thereafter. Each maturity of the SYCCs will evidence interest from
the delivery date until September 1, 1993 and thereafter to each ensuing interest payment date at the rates
described herein, until the Conversion Date specified below, when interest evidenced by such SYCCs will be

converted to the Fixed Rate to maturity described below. Ounership interests in the SYCC's will, until the.

applicable-Conversion Date, be in denominations.of $100,000 and integral multiples thereof and, from and
after such Conversion Date, will be in. denominations of 85,000 and integral multiples thereof.

Maturity Date Threshold  Leverage Conversion Date
(September 1) Base Rate Rate " Factor ~  (September 1 ) Fived Rate Price

2006 5.25% - 4£.00% LR # 4 . 1998 5.25% 106.97%

- -$20,900,000 Auction Rate Certificates
e + $20,900,000 Yield Curve Certificates
Dated: Date of DeI:’verf o _ o " Due: September 1, as shown below

Interest evidenced by the Auction Rate Certificates (“ARCs”) and Yield Curve Certificates (“YCCs”) is
payable on September 1, 1993, and on each March-1 and September 1 theveafter. The ARCs will evidence
interest to the first interest payment date therefor at a rate determined by Morgan Stanley & Co. Incorpo-
rated on the Business Day immediately preceding the date of delivery plus the Service Charge Rate described
herein and, to each such interest payment date thereafter, at rates determined through auction of ARCs as
described herein. The interest rate evidenced by the YCCs for the Initial Interest Period will be a rate per
annum to be determined by Morgan Stanley & Co. Incorporated on the Business Day immediately preced-
ing the date of delivery. The interest rates evidenced by ARCs (including any applicable Service Charge Rate
payable to third parties) and equal principal amounts of YCCs will total 11.00% per annum with respect to

the Certificates due Septeinber 1, 2007 and 11.25% per annumn with respect to the Certificates due September

- 1, 2012. Ownership interest in the ARCs and YCCs will be in denominations of $100,000 and integral
multiples thereof. The ARCs are subject to mandatory tender for purchase at a price equal to 100% of the
principal amount thereof and acerued interest with respect thereto on certain conditions described herein.

$6,200,000 Auction Rate Certificates due September 1, 2007 @ 100%
$6,200,000 Yield Curve Certificates due September 1, 2007 @ 100%\Z-

$14,700,000 Auction Rate Certificates due September 1, 2012 @ 100%
$14,700,000 Yield Curve Certificates due September 1, 2012 @ 1008 JE
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IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR
EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE CER-
TIFICATES AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN
MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

No dealer, broker, salesperson or other person has been authorized by the County, the Corporation or
the Underwriters to give any information or to make any representations with respect to the Certificates,
other than those in this Official Statement, and if given or made; such other information or representations
must not be relied upon as having been authorized by any of the foregoing. This Official Statement does not
constitute an offer to sell or the solicitation of an offer to buy, and there shall not be any sale of the
Certificates by any person in any jurisdiction in ‘which it is unlawfal for such person to make such offer,
solicitation or sale. The information set forth herein has been obtained from the County, the Corporation,
The Depository Trust Company and other sources that are believed to be reliable, but the Underwriters do
not guarantee the accuracy or completeness of the information, and the information is not to be construed as
a representation by the Underwriters. Except as it relates to the County, the information contained herein
is not-to be construed as a representation by the County; except as it relates to the Corporation, the
information contained herein is not be construed as a representation by the Corporation; and except as it
relates to The Depository Trust Company and the book-entry-only system, the information contained herein _
is not to be construed as a representation by The Depository Trust Company. The information and expres-
sions of opinion herein are subject to change without notice, and neither the delivery of this Official State-
ment nor any sale made hereunder shall, under any circumstances, ereate any implication that there has been o
no change in the matters described herein since the date hereof. '

The order and placement of information in this Official Statement, including the Appendices, do not
represent a determination of relative materiality or importance, and this Official Statement, including the
Appendices, must be considered in its entirety. The offering of the Certificates is made only by means of this
entire Official Statement. o
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SUMMARY STATEMENT

THIS SUMMARY STATEMENT IS SUBJECT IN ALL RESPECTS TO MORE COMPLETE IN-.
FORMATION CONTAINED IN THIS OFFICIAL STATEMENT, INCLUDING THE APPENDICES
HERETO. THE OFFERING OF THE CERTIFICATES TO POTENTIAL INVESTORS IS MADE
ONLY BY MEANS OF THIS ENTIRE OFFICIAL STATEMENT, INCLUDING THE APPENDICES
HERETO. o I ' ' :

County of San Diego ............ The County of San Diego is the southernmost major metropolitan area in -
' the State of California, covering 4,255 square miles. The County pos-
sesses a diverse economic base consisting of a significant manufacturing
presence in the fields of electronics and shipbuilding, a large tourist in-
dustry attracted by the favorable climate of the region and a considerable
defense-related presence. The County population as of January 1, 1992,
was estimated to be 2,602,200, makjnﬁ it the second largest County by
population in California and the séventh largest in the United States. The
County’s 1992/93 General Fund budget is $1.8 billion. :

The Certificates ................... $145,800,000 aggregate principal amount of the Certificates will be de-

' ivered as -Fixed Rate Certificates, $15,800,000 aggregate rincipal .

- amount of the Certificates will be delivered as Structured Yield Curve
Certificates (“SYCCs”), $20,900,000 aggregate principal amount of .the
Certificates will be delivered as Auction Rate Certificates (“ARCs”) and
$20,900,000 aggregate principal amount of the Certificates will be deliv-
ered as Yield Curve Certificates “YCCs™. - o -

Purpose ....ccceceireereniiiienennnns The proceeds of the sale of the Certificates, together with other available
funds, will be used to refund the Chula Vista Redevelopment Agency
South Bay Regional Center 1979 Lease Revenue Bonds presently out-
standing in the principal amount of $38,550,000, the El Cajon-San Diego

- County Civic Center Authority East County Regional Center 1986 Lease
Revenue Refunding Bonds presently outstanding in the principal amount
of $51,285,000, the San Diego County Capital Asset Leasing Corporation
1986 Refunding Leasehold Revenue Bonds (Health Services Complex)

resently outstanding in the principal amount of $25,785,000, the San
Biego County Capital Asset Leasing Corporation Leasehold Revenue
Bonds, 1989 Series A (Capital Improvement Project) presently outstand-
ing in the princigal amount of $11,760,000, the County of San-Diego
Certificates of - Participation (Clairemont Health .Services Complex
Project) presently outstanding in the principal amount of $18,540,000 and
the County of San Diego 1991 Certificates of Participation, Series A

presently outstanding in the principal amount of $40,745,000.

Facilities ...cvoviiivunenrerrnninnnnnn. The Facilities will consist of the approximately 277,000 square foot South-
Bay Regional Center located in the City of Chula Vista; certain -major
office and court complexes used by the County located in the City of San -
Diego; the County 8perations Center located in the City of San Diego
consisting of approximately 400,000 square feet of office, shop and stor-

- age space; the 326,000 square foot, 10 story regional county governmert

center located in the City of El Cajon; a major health service and psy-

" chiatric hospital located in the City of San Diego; three County office

buildings totalling more than 40,000 square feet in the City of San Diegeo;

- the Housing and Community Development Building located in the City of

San Diego; and a municipal court buildin%l located in downtown San

Diego. Cgonstruction of all of the Facilities has been completed and the
County has beneficial use and occupancy thereof. e

The County estimates that the current value of the Facilities is in excess
of $287,000,000. 5 o
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The Certificates evidence proportionate interests of the Owners thereof
in the Lease, including the right to receive Base Rental payments to be
made thereunder by the County for the use and occupancy of the Facil-
ities. Under the Lease, the County has covenanted to take such action.as
may be necessary to include and maintain all such Base Rental payments
in its annual budget and to make annual appropriations therefor. '

A Reserve Fund for the benefit of Certiﬁéate Owners will be funded out

of Certificate proceeds in an amount equal to the Reserve Requirement
(initially $18,965,250). '

Simultaneously with the delivery of the Certificates, a municipal bond
insurance policy will be issued by AMBAC Indemnity Corporation, which
will provide for the timely payment of the prineipal and interest evi-
denced by the Certificates as the same shall become due. g

Under the Lease, the County is required to maintain a policy of “all-risk”
hazard insurance, including flood coverage but excluding earthquake cov-
erage, in an amount equal to not less than the lesser of 100% of the
rep%acement cost of the Facilities or the outstanding principal amount of
Certificates, and rental interruption insurance in an amount equal to not
less than two years’ Base Rental payments. The County currently ob-
tains such coverage as a joint insured with three other public agencies;
the total coverage (including rental interruption insurance) available is
$100 rgillion ($50 million in the case of flood) per occurrence for all
insureds, :

Under the Lease, the obligation of the County to make Base Rental
payments (other than from certain sources specified in the Lease) is
subjeect to abatement in whole or in part if there is substantial interfer-
ence with the County’s right to use or occupancy of the Facilities or any
portion thereof. The amount of the abatement will be such that the re-
sulting Base Rental payments (other than those made from such specified
sources) do not exceed the fair rental value of the portions of the Facil-
ities as to which there is no such substantial interference.

The Certificates will be delivered in fully registered form only and, when
executed and delivered, will be registered in the name of Cede & Co., as
nominee of The Depository: Trust Company, New York, New York
(“DTC™). DTC will act as securities depository for the Certificates. Own-
ership interests in the Fixed Rate Certificates may be purchased in de-
nominations of $5,000 and integral multiples thereof, in book-entry form
only. Ownership interests in the SYCCs may be purchased in denomina-
tions of $100,000 and integral multiples thereof, in book-entry form only.
From and after the Conversion Date for the SYCCs, ownership interests
in such SYCCs will be in denominations of $5,000 and integral multiples
thereof. Ownership interests in the ARCs and YCCs may be purchased
in denominations of $100,000 and integral multiples thereof, in book-
entry form only. '

The Certificates are subject to mandatory and extraordinary prepayment
prior to their respective principal payment dates as described herein. The
Certificates are not subject to optional prepayment.

i}dditional information regarding this Official Statement may be obtained
rom; o .

Ms. Peggy Goldstein, County Debt Manager

County of San Diego

Office of Special Projects

1600 Pacific Highway, Room 352

San Diego, California 92101

619-531-6278
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$203,400,000 _
COUNTY OF SAN DIEG(Q
.Certificates of Participation
(1993 Master Refunding)

Evidencing the Proportionate Interests of the Owners Thereof_
in a Lease Agreement, Including the Right to :

Receive Base Rental Payments to Be Made Thereunder by the County to the
-SAN DIEGO COUNTY CAPITAL ASSET LEASING CORPORATION

INTRODUCTION

The purpose of this Official Statement, which includes the front cover, Table of Contents
and attached Appendices, is to provide certain information concerning the sale and delivery of the
Certificates of Participation (1993 Master Refunding) (the “Certificates™), in the aggregate principal
amount of $203,400,000 representing proportionate interests in Base Rental payments to be made
by the County of San Diego, California (the “County”) pursuant to a Lease Agreement, dated as of
May 1, 1993 (the “Lease”). by and between the County and the San Diego County Capital Asset
Leasing Corporation (the “Corporation™) for certain real property and the buildings and
improvements currently existing thereon (the “Facilities™). See “THE FACILITIES”. The
Certificates will be executed and delivered pursuant to a Trust Agreement, dated as of May 1, 1993
(the “Trust Agreement™), by and among the County, the Corporation and State Street Bank and
Trust Company of California, N.A., as trustee (together with any successor appointed under the
Trust Agreeiment, the “Trustee™). : : _

. ‘Payment of the principal and interest evidenced by the Certificates will be insured by a
municipal bond insurance policy (the “Insurance Policy”) issued by AMBAC Indemnity
Corporation (the “Insurer”). See “CERTIFICATE INSURANCE”. A specimen Insurance Policy
is attached as APPENDIX L. . '

The County will acquire fee title to the Facilities by utilizing a portion of the proceeds of the
sale of the Certificates and other available moneys to provide for the purchuse price thereof. See
“PLAN OF REFUNDING?”. The County will lease the Facilities to the Corporation pursuant to a
Facilities Lease, dated as of May 1, 1993 (the “Facilities Lease™). .

Under the terms of an Assignment Agreement, dated as of May |, 1993 (the "*Assignment
Agreement”), the Corporation will assign to the Trustee, for the benefit of the Owners of the
Certificates. all of its right, title and interest (other than its right to indemnification and payment of
its costs and expenses) in and to the Facilities Lease and the Lease, including the right to receive
payments of Base Rental under the Lease. - _

The Trust Agreement, among other things, establishes the terms and conditions of. the
Certificates, certain funds and accounts in connection with the Certificates, provisions for the
defeasance of all or a portion of the Certificates and the obligations of the Trustee with respect to
the Certificates and the Lease. See APPENDIX E — “SUMMARY OF PRINCIPAL LEGAL
DOCUMENTS — Trust Agreement”. '

Certificates in the aggregate principal amount of $145.800,000 will be delivered as Fixed
Rate Certificates, Certificates in the aggregate principal amount of $15,800,000 will be delivered as
Structured Yield Curve Certificates (“SYCCs”), Certificates in the aggregate principal amount of
$20,900,000 will be delivered as Auction Rate Certificates (“"ARCs™) and Certificates in the
aggregate principal amount of $20,900,000 will be delivered as Yield Curve Certificates
(“YCCs™). See “THE CERTIFICATES”. '




Urider the Lease, in consideration for the right to use and occupancy of the Facilities, the
County is to make certain payments designated as Base Rental and certain other payments
designated as Additional Rental, in'the amounts, at the times and in the manner set forth in the
Lease. Pursuant to the Trust Agreement, the Trustee is to distribute Base Rental payments received
from the County as principal and interest evidenced by the Certificates. The County has
covenanted in the Lease to take such action as may be necessary to include all Base Rental and -
Additional Rental payments due thereunder in its annual budget, and to make the necessary annual
appropriations for all such Base Rental and Additional Rental payments, except to the extent such
payments are abated. See “SECURITY FOR THE CERTIFICATES — Base Rental Payments”.

THE OBLIGATION OF THE COUNTY TO MAKE BASE RENTAL OR ADDITIONAL
RENTAL PAYMENTS UNDER THE LEASE DOES NOT CONSTITUTE AN OBLIGATION .
OF THE COUNTY FOR WHICH THE COUNTY 1S OBLIGATED TO LEVY OR PLEDGE
ANY FORM OF TAXATION OR FOR WHICH THE COUNTY HAS LEVIED OR PLEDGED
ANY FORM OF TAXATION. NEITHER THE CERTIFICATES NOR THE OBLIGATION OF
THE COUNTY TO MAKE BASE RENTAL OR ADDITIONAL RENTAL PAYMENTS UNDER
THE LEASE CONSTITUTES AN INDEBTEDNESS OF THE COUNTY, THE STATE OF
CALIFORNIA OR ANY OFITS POLITICAL SUBDIVISIONS WITHIN THE MEANING OF
ANY CONSTITUTIONAL OR STATUTORY DEBT LIMITATION OR RESTRICTION.

The summaries or references to the Trust Agreement, the Lease, the Facilities Lease, the
Assignment Agreement and other documents, agreements and statutes referred to herein, and the
description of the Certificates ihcluded in this Official Statement,.do not purport to be
comprehensive or definitive; and such summaries, references and descriptions are qualified in their
entireties by reference to each such document or statute. All capitalized terms not otherwise
defined herein will have the meanings given such terms in APPENDIX E — “SUMMARY OF
PRINCIPAL LEGAL DOCUMENTS” under the caption “Defined Terms” or, if not defined
therein, in the Trust Agreement. - o - '

- THE FACILITIES
Description '

The Facilities consist of a number of separate components located in different parts of the
County. The County enjoys beneficial use and occupancy of all such components.

The first major component {the “South Bay Regional Center”) of the Facilities is the
approximately 277,000 square-foot multi-level regional County government center in the City of
Chula Vista, and a companion 12,800 square foot central power plant. “The South Bay Regional
Center is located on approximately 15 acres and includes surface parking for more than 500
vehicles. The South Bay Regional Center houses municipal courts, pre-trial and pre-sentencing
detention facilities and regional County operations of the Assessor, the Auditor and Controller, the
District Attorney and the Public Defender. Construction of the South Bay Regional Center was
completed in 1981: The South Bay Regional Center is located at 500 Third Avenue, Chula Vista,
California 92010. - : - R .

A second component (the “West Broadway Court Building™) of the Facilities consists of a’
_ portion of the County facilities located at 220 West Broadway in the City of San Diego. The West
Broadway Court Building includes County Courtrooms, jail facilities to hold as many as 150
inmates and a garage for County vehicles. Construction of the West Broadway Court Building was
completed in 1960. ‘




A third component (the “Operations Center”) of the Facilities consists of the County
Operations Center in the City of San Diego. The Operations Center is located on approximately 35
acres of land and consists of approximately 400,000 square feet of office, shop and storage space.
Construction of the Operations Center, which is located at 5555 Overland Averue, San Diego,
California 92123, occurred in several increments between 1960 and 1970. R

- A fourth component (the “El Cajon Regional Center”) of the Facilities consists of the ten
floor regional County government center in the City of El Cajon. The El Cajon Regional Center
includes a parking structure and houses regional offices of County government for the East County
as well as municipal courts. The El Cajon Regional Center is locate at 250 East Main Street, El
Cajon, California 92020 and construction was completed in 1982. ‘

_ _A fifth component (the “Health Services Complex™) of the Facilities consists of a County

‘public health facility and psychiatric hospital located in the City of San Diego. The psychiatric
hospital-contains approximately 55,000 square feet and houses four mental health care wards.” The
public health facility, which is adjacent to the-hospital, is an approximately 140,000 square foot
building that accommodates support operations for the hospital as well as public health outpatient
clinics, a laboratory and offices. - The building for the public health facility was purchased ‘and
remodeled by the County in 1985. Construction of the psychiatric hospital was completed in
1989. The Heath Services Complex is located at 3851 Rosecrans Street, San Diego, California
92110. : - ' - ' o

" A sixth component (the “Topaz Complex”) of the Facilities consists of various offices used
for County Operations located in the City of San Diego. The Topaz Complex, which was
purchased in 1992, includes office buildings aggregating more than 40,000 square feet. The
Topaz. Complex is located at 9335 Hazard Way, San Diego, California 92123. The Topaz-
Complex is recent construction and is used for essential County services: ' o -

A seventh component (the “HCD Building”) of the Facilities consists of a building housing
the County Department of Housing and Community Development located in the City of San Diego.
The HCD Building is located at 3989 Ruffin Road, San Diego, California 92123. The HCD
Building is recent construction and is used for essential County services. I

" “An eighth component (the “Downtown Court Building”) consists of a municipal court
building in downtown San Diego. The Downtown Court Building is located at 1409 4th Avenue,
San Diego, California 92101. The Downtown Court Building is recent construction and is used
- for essential County services.

The County estimates that the current value of the Facilities is as follows: .

 South Bay Regionai Center - , $55,000,000 .
. West Broadway Court Building o 80,000,000.
Operations Center . o L 47,000,000 |
El Cajon Regional Center : o 65,000,000
Health Services Complex _ 25,000,000
Topaz Complex . L 3,000,000
-HCD Building. . I SRR 6,000,000
Downtown Court Building : 6.000.000

Facilities Total _ $287,000,000




Release or Substitution

- The Lease provides that, upon compliance with the conditions specified therein, the County
may release from the Lease and Facilities Lease any portion of the Facilities or substitute other
property and improvements for'the Facilities. if the annual fair rental value of the property which
will comprise the Facilities after such release or substitution will be ‘at least equal to 100% of the
maximum amount of Base Rental payments becoming due in the then current Lease Year or in any
subsequent Lease Year. See APPENDIX E -~ “SUMMARY OF PRINCIPAL LEGAL
DOCUMENTS - The Lease Agreement”. o _ _ _ RERR

PLAN OF REFUNDING

The County plans to apply a portion of the proceeds of the $ale of the Certificates, together
with other available funds, to refund all of the outstanding principal amount. of the following
issues: Chula Vista Redevelopment Agency South Bay Regional Center 1979 Lease Révenue
- Bonds (the “1979 Bonds™), El Cajon- San Diego County Civic Center Adthority-East County
Regional Center 1986 Lease Revenue Refunding Bonds (the L986-Authority Bonds™); Sun Diego
County Capital Asset Leasing Corporation 1986 Refunding Leasehold Revenue Bonds (Heulth
Services Complex) (the “1986 SANCAL Bonds™), San Diego County Capital Asset Leasing,
Corporation Leasehold Revenue Bonds, 1989 Series A (the “1989 Bonds”), the County of San
Diego Certificates of Participation (Clairemont Health Services Complex Project) (the “198Y
COPs™) and County of San Diego 1991 Certificates of Participation: (the “1991- COPs™).
Collectively, the 1979 Bonds, the 1986 Authority Bonds, the 1986 SANCAL Bonds, the 1989
Bonds, the 1989 COPs and -the 1991 COPs are referred to as the “Refunded Obligations?.
Following is a table setting forth the outstanding principal amount, redemption date, redemption
price and final maturity date with respect to each issue of the Refunded Obligations. ...~ .

_ . Daed - Outstanding - Redemption - Redemption -~ Final
Refunded Obligation Date. Principal Amount - Dawe . Phce - Manrity Dae
1979 Bonds LTS $38.550.000 193 100 1/4-103% 0T
1986 Authority Bonds 91/86 51.285.000 12/1/96 102 12/1/07
1986 SANCAL Bonds 12/1/86 25.785.000 . 12/1/96- . ez - 12/1/10
1989 Bonds 3/1/89 © 11.760.000 o R/1/958 103 . S/L08
1989 COPs TO12/1/R9 18.540.000 12/1/98 : 1412 R VA VAT I
[991 COPs 4/15/91 - 40.745.000 gL L0 . ®71/12

Pursuant to the Escrow Agreement, dated as of May 1, 1993 (the “Escrow Agreement™).
between the County and State Street Bank and Trust Company of California. N.A.. as escrow
bank (the “Escrow Bank™), principal and interest with respect to-each issue of the Refunded
Obligations will be paid, as and when due, through and including the Redemption Date for such -
issue and the remaining outstanding Refunded Obligations of such issue will be redeemed on the
Redemption Date for such issue at the Redemption Price of such issue. : ' ‘

A portion of the proceeds of the sale of the Certificates, together with other available funds,
will be applied to the purchase of certain direct obligations of the United States of America to be
deposited with the Escrow Bank under the Escrow Agreement. The Escrow Agreement will require
the Escrow Bank to apply the principal of and interest on such obligations, together with other
moneys held by it under the Escrow Agreement, to the payment or redemption of the Refunded
Obligations on the dates specified in the Escrow Agreement and all principal, interest and premium
due on the Refunded Obligations to the specified payment dates or Prepayment Dates. Upon the:
deposit with the Escrow Bank of such direct obligations of the United States, the Refunded




Obligations will be defeased and will be deemed to have been paid and to be no longer outstanding,
and the County will have no further obligations with respect thereto except.to cause amounts on . -
deposit with the Escrow Bank to be applied to the payment thereof. Grant Thornton, a firm of
independent certified public accountants, will verify the arithmetical accuracy-of certain
computations relating to the sufficiency of amounts to be deposited under the Escrow Agreement
and subscquent earnings thereon to be used to pay the Refunded Obligations. See
“VERIFICATION". R S . o ' o

‘ Upon defeasance of the 1979 Bonds, the County will acquire fee title to the South Bay
Regional Center. Upon defeasance of the 1986 Authority Bonds, the County will acquire fee title
to the El Cajon Regional Center. Upon defeasance of the 1986 SANCAL Bonds, the County will
acquire fee title to the Health Services Complex. Upon defeasance of the 1989 Bonds, the County
will acquire fee title to the Operations Center. Upon defeasance of the 1991 COPs, the County wili
acquire fee title to the West Broadway Court Building and the Topaz Complex. Concurrently, with
such defeasances, the Facilities will be leased by the County to the Corporation pursuant to the
Facilities Lease and leased by the Corporation back to the County pursuant to the Lease.

SOURCES AND USES OF FUNDS

“The sources and uses of funds in connection with the Certificates are anticipated to be as
follows: : _

~ Sources of Funds: : : _ -
Principal Amount of Certificates -$203,400,000.00.

Original Issue Premium o 120,851.75 .
Accrued Interest (1) ‘ S - 472,345.97
~ Amounts Held:in Refunded Obligations . - ‘
Trust Funds(2). ' . : _22.791.410.15
Total Sources ©$226,784,607.87 -
Uses of Funds: . ‘ S _ o
Deposit to Escrow Fund for Refunded Obligations $202,661,367.89
Deposit to Administrative Expense Fund _ . 20,000.00
Deposit to Interest Account (1)~ : : . 472,345.97
Deposit to Reserve Fund (3) _ _ - 18,965,250.00
Costs of Issuance (4) S : 4.665.644.01

~Total Uses L S h $226,784,607.87

{1) Represents accrued interest with re_sp'ect to the Fixed Rate Certificates from May 1, 1993 to the Closing Date.
(2)  Inciudes amounts held in the various funds and accounts for the Refunded Obligations. '
(3)  Equal to the Reserve Requirement. ‘ o

@) . Includes Costs of ‘Issuancé, Underwriters' discount, Certificate insurance pre,mium-and premium with respect
to Structured Yield Curve Centificates. - '




. THE CERTIFICATES
" General ' | B |

 The Certificates will be delivered in the form of fully registered Certificates, registered in
the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York
(“DTC”). DTC will act as securities depository of the Certificates. ‘Ownership interests in the
Certificates may be purchased in book-entry form only, in the denominations hereinafter set forth.
While DTC acts as securities.depository for the Certificates, all payments of principal, premium, if
any, and interest with'respect to the Certificates will be made to Cede & Co., as nominee of DTC.
Seec APPENDIX F — “BOOK-ENTRY-ONLY SYSTEM”, - ‘

Fixed Rate Ce'rﬁfig:‘ate‘s

The Fixed Rate Certificates will be dated May 1, 1993, Interest will accrue with respectto
the Fixed Rate Certificates at the rates per annum set forth on the inside cover page of this Official
Staternent, payable semiannually on. March 1 ‘and September 1 of each year, commencing
September 1, 1993 (each such date, a “Payment Date”). The Fixed Rate Certificates will be
delivered in denominations of $5,000 or any integral multiple thereof. Interest will accrue with
respect to the Fixed Rate Certificates on the basis'of a year of 360 days comprised of twelve 30-
day months. The Fixed Rate Certificates will mature on the dates and 1n the principal amounts set
forth on the inside cover page of this Official Statement.

Structured Yield Curve Certificates

The S_YCCS will be dated the date of inifial delivery. The SYCCs will mature on the date
and in the principal amount set forth on the inside cover page of this Official Statement.

Interest with respect to the SYCCs will be payzible on the Payrhent Dates, and will be
computed on the basis of a year of 360 days comprised of twelve 30-day months. ‘ .

The SYCCs will evidence interest prior to the Conversion Date therefor during each period
(a “*Calculation Period™) from the date of initial delivery or any Payment Date therefor (or in the
case of the last Calculation Period, through the day prior to the Conversion Date)through the day
prior to the next Payment Date therefor at a rate equal to the per annum Base Rate for the SYCCs
specified on the inside cover page of this Official Statement plus three times the greater of (i) zero
and (ii) the Index Rate (described below) for such Calculation Period minus 4.00% per annum (the
“Threshold Rate”) (the “Embedded Cap Rate™), provided, however. that if the Embedded Cap Rate
for.any such date as so determined is greater than the maximum rate’of interest per annum- which
may be charged or collected pursuant to applicable State or Federal Law (the “Maximum Rate”),
the Embedded Cap Rate for such date shall equal the Maximum Rate, all as determined in
connection with the marketing of the $YCCs. From and after the Conversion Date the SYCCs will
evidence interest at the per annum Fixed Rate specified on the inside cover page of this Official
Statermnent. : o ' : : o :

The SYCCs will be delivered in denominations of $100,000 or any integral multiple thereof
untif the Conversion Date. From and after the Conversion Date, the SYCCs will be delivered in-
fully registered form in denominations of $5,000 or any integral multiple thereof.

The “Index Rate” for purposes of calculating the rate of interest with respect to SYCCs will

be the weighted daily average of the PSA Index Rate or, if the PSA Index is not available, the rate
determined by the Market Agent as described blow. The “PSA Index Rate” for each Calculation
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Period will be the per annum rate {(expressed as a decimal) equal to the arithmetic mean of the
Relevant Rates in effect for each day in that Calculation Period, calculated by multiplying each such
Relevant Rate by the number of days such Relevant Rate is in effect, determining the sum of such
products and dividing such sum by the number of days in the Calculation Period. For such
purposes, “Relevant Rate” means, for any day, a per annum rate, expressed as u decimal, equal to
(i) the Index, if such day is a Reset Date, and (ii) the Relevant Rate for the next preceding Reset
Date, if such day is not a Reset Date; “Reset Date” means each Thursday (and, if the date of initial
delivery of the SYCCs is a day other than a Thursday, the Thursday next preceding the date of
initial delivery of the SYCCs) or, if any Thursday is not a Business Day, the first succeeding’
Business Day; and “Index” means the PSA Municipal Swap Index announced by Municipal Market
Data (the “SYCC Indexing Agent”) on Thursday in each calendar week or, if Thursday is not a
Business Day, the next succeeding Business Day, and based upon the weekly interest rate resets of
tax-exempt variable rate issues included in a database maintained by Municipal Market Data which
meets specific criteria established by the Public Securities Association. Any such Index shall be
based upon current yields of high-quality weekly adjustable variable rate demand bonds which are
subject to tender upon seven days’ notice, the interest on which under the Internal Revenue Code
of 1986, as amended, is excluded from gross income for federal income tax purposes. The Index’
shall not include any bonds the interest on which is subject to any personal “alternative minimum:
tax” or similar tax, unless all tax-exempt bonds are subject to such tax. C

In the event that at any time Municipal Market Data ceases to announce the Index, makes a
material change (in the judgment of Morgan Stanley & Co. Incorporated, as Market Agent) in the
formula for or the method of calculating the Index, or il any other way materially modifies (in the
judgment of the Market Agent) the Index, under the Market Agent Agreement the Market Agent
will make, or will designate an altérnate indexing agent to make, such calculations as may.be
required to determinie the relevant Index using a formula and method of calculating such Index that
it reasonably believes will produce the rate that would have been produced by Municipal Market
Data as in effect prior to such cessation, change or modification. - o ' ' ‘

Neither the Public Securities Association nor Municipal Market Data is a party to any of the
documents related to the SYCCs, neither has any responsibility for the SYCCs und neither has any
obligation to continue to cajculate or publish the Index. Neither the Public Securities Association
nor Municipal Markét Data nor any other party makes any warranty as to the results to be obtained
froin the use of the Index in connection with the SYCCs. o

Simultanieously with the delivery of the SYCCs, the County is entering into & Rate Swaup
Transaction with respect to the SYCCs with Morgan Stanley Capital Services (“*MSCS”). After
crediting amounts paid to or froh MSCS pursuant fo the Rate Swap Transaction, the County’s net
interest obligation with respect to the SYCCs will effectively be a fixed rate obligation. MSCS is an
affiliate of Morgan Stanley & Co. Incorporated, one of the Underwriters of the Certificates and the
Market Agent. Such Rate Swap Transaction will be an obligation between the County and MSCS
~only. Owners will not be a party to such agreements and shall have no recourse to MSCS or
Morgan Stanley & Co. and no rights to payments made by either the County or MSCS under such
Rate Swap Transaction. S ' ' ' '

Prospective puichasers of SYCCs should note that, while such SYCCs evidence interest at
the Embedded Cap Rate, interest accrues daily, but interest i paid serniannually based on the Base
Rate plus the average of the Index Rate over the past six months minus the Threshold Rate (which
difference cannot be less than zero). As a result, if (i) a purchaser purchases a SYCC between
Payment Dates for SYCCs while suchi SYCC evidences interest at the Embedded Cap Rate, (i1) the
Index Rate has been greater than the Threshold Rate for the period from the last such Payment Date
to the date of purchase, and (iii) such purchaser purchases such SYCC at par plus accrued interest,
such purchaser will receive less than the Base Rate for the period from the purchase date to the next
Payment Date for SYCCs if the PSA Index Rate is below the Threshold Rate for such period.
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Auction Rate Certificates and Yield Curve Certificates

The ARCs and YCCs will be dated the date of initial delivery. The ARCs and YCCs will
mature on the dates and in the principal amounts set forth on the inside cover page of this Official
Statement. - . ‘ S ‘

YCCs appearing in Appendices H, I, J, and K. Reference should be made to such Appendices for

a more complete description of the ARCs and YCCs. Capitalized terms. not otherwise defined
herein shall have the meanings stated in APPENDIX E or H. : - ‘

The following information is a summary of the information concerning the ARCs and

‘General. The ARCs and the YCCs will be delivered in denominations of $100,000 or any
integral muftiple thereof. Beneficial ownership of the ARCs may only be acquired after execution
and delivery -of a Master Purchaser’s Letter to the Auction Agent in the form included as
APPENDIX K. Prospective purchasers of ARCs who have previously executed and delivered a
Master Purchaser’s Letter to a Broker-Dealer may purchase ARCs without delivering an additional
Master Purchaser’s Letter. The transfer of beneficiul ownership:interests in the ARCs is subject to
certain restrictions described in APPENDIX H. The ARCs and the YCCs of the same maturity
will be executed and delivered in equal aggregate principal amounts and will mature or be prepaid.
in equal aggregate principal amounts. ' : -

, Interest with respect to the ARCs and the YCCs will accrue at variable rates payable on the
Payment Dates, provided, however; that if a Payment Date is not a Business Day, interest due on
such Payment Date will be payable on the first Business Day immediately succeeding such-
Payment Date. Interest with respect to the ARCs and the YCCs due on each Payment Date therefor
will be payable to the Holders thereof as of the Regular Record Date (as defined below) preceding
such Payment Date. Interest on the ARCs and the YCCs will.be computed using a year of 36()
days. comprised of twelvé 30-day months. ' . S : .

ARCs Interest. Interest with respect to the ARCs will accrue at the Applicable ARC Rate.
For the period from and including the date of initial delivery to and excluding the initial Payment
Date (the “Initial Interest Period™) the Applicable ARC Rate for the ARCs will be a per annuimn rate
to be determined by Morgan Stanley & Co. Incorporated on the Business Day immediately
preceding the Date of Delivery plus the Service Charge Rate (initially, .28% per annum). Except
as described below. thereafter, from and including each Payment Date for ARCS to and excluding
the next succeeding Payment Dateé of the applicable maturity or prior prepayment date (each un
“Interest Period™), the Applicable ARC Rate will equal-the sum of the Auction Rate, determined as
provided.in APPENDIX 1. and the Service Charge Rate. The Auction Rate for each Interest Period
will be determined on the first Business Day preceding each Payment Date (an “Auction Date™).
pursuant to a dutch auction (an “Auction’), but may not be more than the Maximum Rate or less
than the Minimum Rate. If an Auction is not held on an Auction Date because all of the ARCs and -
the YCCs are Linked on the 15th day of the month (whether or not a Business Day) immediately
preceding such Auction Date (a ‘Regular Record Date™). the Applicable. ARC Rate for the next
succeeding Interest Period will be the Reference Rate specified on the inside cover page of this
Official Statement divided by 2. If an Auction is not held on an Auction Date because a Payment
Default shall have occurred and shall not have been cured on or unmediately after the Auction Date,
the Applicable ARC Rate for the ensuing Interest Period will be the Default Rate on the first day of.-
such Interest Period plus, in the case of the first such Interest Period, the Service Charge Rate. If
an Auction is not held on an Auction Date because ownership of the ARCs is no longer maintained
in book-entry form by DTC, the Applicable ARC Rate for the ensuing Interest Period will be equal -
to the Maximum Rate on the Business Day preceding such Interest Period. If an Auction is not
held on an Auction Date for any other reason (e.g.. because the Auction Agent has resigned and no




successor has been appointed or any other event beyond the County’s control shall occur which
prevents the Auction from being held), the Applicable ARC Rate for the next succeeding Interest
Period will be the Maximum Rate on such Auction Date plus the Service Charge Rate. 11 no everit
will the Applicable ARC Rate exceed the lesser of (i) the Reference Rate and (ii) the maximum rate
permitted by applicable law. Whenever the Applicablé ARC Rate includes the Service Charge Rate
~ during any Interest Period, a Service Charge will be deducted from the interest paid to the Holders
of ARCs on the next Payment Date for ARCs and will be paid for the account of such Holders to
the Auction Agent and the Broker-Dealers to compensate them forservices rendered in connection
with Auctions. ' :

YCCs Interest. The interest rate with respect to the YCC:s for the Initial Interest Period will
be a per annum rate to be determined by Morgan Stanley & Co. Incorporated on the Business Day
immediately preceding the Date of Delivery. For each Interest Period thereafter, the interest rate
with réspect to the YCCs will be the excess of the Reference Rate over the Applicable ARC Rate.
In no'event will such interest rate be less than Z€ro percent or more than the Reference Rate. Any
increase in the Service Charge Rate resulting from an increase in the Broker-Dealer Fee or the
‘Auction Agent Fee will result in an increase in the Applicable ARC Rate and a corresponding
reduction in the-interest rate with réspect to the YCCs, See “Special Considerations™ in
APPENDIX H. B '

~ Beneficial owners of ARCs and YCCs may obtain information on the interest rate with

respect to the ARCs and the YCCs for each Interest Period by contacting their Broker-Deuler or the
Auction Agent during normal business hours. ¢ ;

Linkage. Owners who hold equal aggregate principal amounts of ARCs and YCCs of the
same maturity may Link such ARCs and YCCs by requesting that such ARCs and YCCs be
Linked at any time other than during Closed Periods. which extend from (i} immediately prior to
the opening of business on the Date of Delivery to immediately prior to the opening of business on
the first Payment Date, (ii) 11:00 a.m., New York City time. on the Business Day immediately
preceding each Regular Record Date to unmediately prior to the opening of business on the related
Payment Date and (ii1) from 11:00 a.m., New York City time, on the Business Day immediately
preceding each Redemption Record Datefor ARCs immediately prior to the opening of businiess.on
the related prepayment date. The interest rate with respect to Linked ARCs and YCCs for any
Interest Period. if such Linked ARCs and YCC's wére Linked on the Auction Date for such Interest
Period, will be one-half (1/2) of the Reference Rate or 11.00% per annum for the ARCs and YCCs
due September 1, 2007 and 11.25% per annum for the ARCs and YCCs due September 1, 2012.
Owners of Linked ARCs and YCCs may separate the Linked ARCs and YCCs into ARCS and
- YCCs by requesting that such ARCS and YCCy be separated at any time other than during a Closed
Period. See “Special Considerations” in APPENDIX H. a o '

Mandatory Tender of ARCs. Beneficial owners of YCCs at any time, and from time to
time, may notify a Broker-Dealer that such beneficial owners desire to purchase a specified -
‘principal amount of ARCs equal 10 $100,000 or any integral multiple thereof of the same maturity
oh the Business Day specified in such notice (a “Tender Date™) at a price equal to the principal
amount of the ARCs being purchased plus accrued interest to thi Tender Date. Such Tender Date
shall not be less than thirty Business Days after the date of sich Tender Demand and shall not be
later than the Business Day next preceding the first day of the next Closed Period. Thére is no
corresponding right of ‘beneficial owners of ARCs to require mandatory tender of YCCs. See
APPENDIX H. ~ '~ ' ‘ B c B

Restrictions. As a condition to purchasing ownership interests in ARCs that are not Linked
with YCCs, in an Auction or otherwise, each prospective purchaser of ownership interests in
ARC:s or its Broker-Dealer will be required to sign and deliver to the Auction Agent a Master

Purchaser’s Letter in the form included as APPENDIX K. ARCs which are Linked with YCCs
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will not be subject to the restrictions on transfer of beneficial ownership contained in the Master
Purchaser’s Letter, and beneficial ownership thereof may be transferred, together with the
beneficial ownership of the YCCs with which they are Linked, to a person who has not signed a
Master Purchaser’s Letter. Each prospective purchaser should ask its Broker-Dealer whether such

prospective purchaser should sign a Master Purchaser’s Letter. .

_ Special Considerations. Prospective purchasers of ownership interests in the ARCs and -
the YCCs should review the discussion under “Special Considerations” in APPENDIX H.- -

Prepay[ﬁent

OIJﬁ(JI'I(II Prepayment. The Certificates are not subject to optioﬁal prepa’ym'ent..‘
5 Muandatory 'Prepaymen_.f of ARCs and YCCs. The ARCs and the YCCs maturing
September 1, 2012 are subject to prepayment through mandatory sinking fund installments on
September 1 in the years and in the respective aggregate principal amounts set forth below at a
prepayment price equal to 100% of the principal amount thereof plus accrued interest to the

prepayment date, without premium: :

Principal Amognt'

Year .. . .- ARGs - YCCs
2008 © 0 7$3,800,000. . $3,800,000 .
2009 3,500,000 3,500,000
2010 | 3.700,000 . 3,700,000
2011 C . L800,000 . 1,800,000
2012 1,900,000 1,900,000

Selection of ARCs and YCCs to be Prepaid. The aggregate amount of the ARCs and
YCCs to be prepaid will be selected first from Regular Linked Securities and from Newly Linked
Securities proportionally in accordance with the relative amounts thereof, any remaining amount of
YCCs to be prepaid shall be selected from YCCs and the remaining ARCs to be prepaid shall be
selected from ARCs and Newly Separated ARCs (all on a pro rata basis in accordance with the

relative principal amounts thereof) on the Redemption Record Date.

Extragrdingry Manddtory Prepayment. The Certificates will be prepaid prior to maturity in -
whole or 1n part on any date, at a prepayment price equal to the principal amount thereof plus
accrued but unpaid interest to the prepayment date, without premium, from proceeds of insurance or
condemnation awards deposited in the Prepayment Account pursuant to the Trust Agreement. -

Selection of Certificates for Prepayment

, Whenever provision is made in the Trust Agreement for the extraordinary mandatory
prepayment of Certificates, as described above, and less than all Outstanding Certificates are to be
prepaid, the Trustee will select Certificates for prepayment proportionally by maturity. Within a
maturity, the Trustee will select Certificates for prepayment by lot. Prepayment by lot will be in
such manner as the Trustee determines; provided; however, that the portion of any Certificate to be
prepaid will be in an Authorized Denomination. The provisions of this paragraph are subject to the
provisions set forth above under “Selection of ARCs and YCCs to be Prepaid™.
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Notice

The Trust Agreement provides that notice of prepayment is to be given by the Trustee by
first-class mail, postage prepaid, at least 30 days but not more than 60 days before the date fixed
for prepayment to the Owners of Certificates designated-for prepayment, in' whole or in part, at
their addresses appearing on the Certificate Register as of the close of business on the day before
such notice of prepayment is given; provided that any such notice to'an Owner of at least
$1,000,000 of principal amount of the Certificates will be given by certified mail, return receipt
requested, postage prepaid. - As long as a book-entry method is used for the Certificates, such-
notice will be sent by the Trustee to the securities depository for the Certificates in such manner as
will be specified in the representation letter described in the Trust Agreement or as otherwise
instructed by the securities depository, initially DTC or its nominee. 'See APPENDIX F -
“BOOK-ENTRY-ONLY SYSTEM™. - - : x : coe o n S

The Trust Agreement provides that, if a book-entry system is no longer being used for the
Certificates, notice of prepayment is also to be given to certain securities depositories and
information services and published in The Bond Buyer or other financial newspaper or journal.
Neither the failure of any Owner to receive any such notice nor any defect therein will affect the
sufficiency of the proceedings for the prepayment of Certificates. If notice of prepayment is given
as provided in the Trust Agreement and sufficient moneys are held by the Trustee for the
prepayment of all the Certificates, or portions thereof, to be prepaid, interest with respect to such
Certificates, or portions thereof, to be prepaid will cease to accrue from and after the prepayment
date. - : - o -

CERTIFICATE INSURANCE
General ;

The full text of a specimen Insurance Policy is set forth in APPENDIX L. The information
relating to the Insurer and the Insurance Policy contained below has been furnished by AMBAC
Indemnity Corporation and none of the County, the Corporation or the Underwriters have
undertaken any independent investigation of the operations of the Insurer. No representation is
made herein by the County, the Corporation or the Underwriters as to the accuracy of such
information or as to the absence of material adverse changes in such information subsequent to the
date hereof. The County, the Authority and the Underwriters make no representation as to the
ability of the Insurer to make payments under the Insurance Policy. - '

AMBAC Indémnity Cbrporation

The Insurer is a Wisconsin-domiciled stock insurance corporation, regulated by the Office
of the Commissioner of Insurance of the State of Wisconsin, and licensed. to'do business in 50
states, the District of Columbia and the Commonwealth of Puerto Rico, with admitted assets of
approximately ‘$1,725,000,000 (audited) and statutory capital of approximately $963,000,000
(unaudited) as of March 31, 1993. Statutory capital consists of the Insurer's statutory contingency
reserve and policyholders' surplus. The Insurer is a wholly-owned subsidiary of AMBAC Inc., a
100% publicly-held company. Moody's Investors Service, Inc. and Standard & Poor's
Corporation have both assigned a triple-A claims-paying ability rating to the Insurer.

Copies of the Insurer's financial statements prepared in accordance with statutory
accounting standards are available from the Insurer. The address of the Insurer's administrative
offices and its telephone number are One State Street Plaza, 17th Floor, New York, New York
10004 and (212) 668-0340. : . o
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The Insurer has entered into pro rata reinsurance agreements under which a percentage of
the insurance underwritten pursuant to certain municipal bond insurance programs of the Insurer
has been and will be assumed by a number of foreign and domestic unaffiliated reinsurers,

- The Insurer has obtained a ruling from the Internal Revenue Service to the effect that the
insuring of an obligation by the Insurer will not affect the treatment for federal income tax PUIPOSES
of interest on such obligation and that insurance proceeds representing maturing interest paid by the
Insurer under policy provisions substantially identical to those contained in, the Insurance Policy
shall be treated for federal income tax purposes in the same manner as if such payments were made
by the municipal obligor with respect to the Certificates. a L 2

The Insurer makes no representation regarding the Certificates or the advisability of”

investing in the Certificates and makes no representations regarding, nor has it participated in the
preparation of, this Official Statement other than the information supplied by the Insurer and
presented under the heading “CERTIFICATE INSURANCE” and in APPENDIX L hereto.

P-aymént Pursuant to Insurance Policy

The Insurer has made a commitment to issue the Insurance Policy effective as of the date of
delivery of the Certificates. Under the terms of the Insurance Policy, the Insurer will pay to the
United States Trust Company of New York, in New York, New York, or any successor thereto
(the “Insurance Trustee™), that portion of the principal and interest evidenced by the Certificates
- which shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Issuer
(as such terms are defined in the Insurance Policy). The Insurer will make such payments to the

Insurance Trustee on the later of the date on which such principal and interest becomes Due for -

Payment or within one business day following the date on which the Insurer shail have received
notice of Nonpayment from the Trustee. The insurance will extend for the term of the Certificates
and, once issued, cannot be cancelled by the Insurer. o

- The Policy will insure payment only on stated maturity dates and mandatory sinking fund
redeimption dates, in the case of principal. and on stated dates for payment, i the case of interest:
If the Certificates become subject to mandatory redemption and insufficient funds are available for
redemption of all outstanding Certificates, the Insurer will remain obligated to pay principal and
interest evidenced by the Certificates on the originally scheduled interest and principal payment
dates including mandatory sinking fund redemption dates. =~ S R

In the event the Trustee has notice that any payment of principal or interest evidenced by a
Certificate which has become Due for Payment and which is made to a Certificate Owner by or on
behalf of the County has been deemed a preferential transfer and theretofore recovered from its
Owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable
order of a court of competent jurisdiction, such Owner will be entitled to payment from the Insurer
to the extent of such recovery if sufficient funds are not otherwise available. : '

The Insurance Policy does not insure any risk other than Nonpayment, as defined in the
Insurance Policy. Specifically; the Insurance Policy does not cover: A

1. Payment on acceleration, as a result of a call for redemption (other than

mandatory sinking fund redemption) or as a result of any other advancement of maturity;

2. Payment of any redemption. prepayment or acceleration premium; or
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3. Nonpayment of principal or interest edused by the msolveney or ne,g,h;,enee ot
any Trustee or Paying Agent, if any. :

If it becomes necessary to call upon the Insurance Policy, payment of prmelpdl requlres
surrender of Certificates to the Insurance Trustee together with an appropriate instrument of
‘assignment so as to permit ownership of such Certificates to be registered in the ndame of the
Insurer to the extent of the payment under the Insurance Policy. Payment of interest pursuant to the
Insurance Policy requires proof of Certificate Owner’s entitlement to interest payments and an
approprlate asmgnment of the Cert1f1<,ate Owner's ri }:,ht to payment (o the Insurer '

Upon payment of the insurance beneflts the 1nsurer will beeome the owner of the.
Certificates or right of payment of principal or interest evidenced by such Certificate and will be
fully subrogated to the surrenderm,c: Cerufleate 0wner $ ng,ht\ to pdyment

In the event thdt the Insurer were to beeome msolvent any claims arising under the
Insurance Policy would be excluded from coverage by the California Insurance Guaranty_
Association, established pursvant to the laws of the State of California.

SELURITY AND S()URLE OF PAYMENT F()R THE (,ERTIFI(,ATES

Base Rental Payments

... The Certificates evidence proportlonate interests of the Owners thereof in the Lease,
1ne1ud1ng the right to receive Base Rental payments to be made by the County thereunder. ‘The
County is required under the Lease to make Base Rental payments from legally available funds.
The County has covenanted in the Lease to take such action as may be necessary to include all Base

“Rental and Additional Rental with respect to the Facilities in its annual budget and to make the
necessary annual dpproprxatlom therefor (exeept to the extent such payments are abated)

The Trustee, pursuant to the Trust Agreement will receive Base Rental payments for the
benefit of the Certificate Owners.- The Trustee will not have any obligation or liability to the
Owners to make payment of principal, premium, if any,-or interest with respect to the Certificates -
except from Base:Rental payments by the County under the Lease or other amounts available to it
under the Trust Agreement for such purposes; and the amounts of such payments will be limited to
amounts designated as principal and interest with respect to the Certificates. Additional Rental
payable by the County under the Lease includes.amounts sufficient to pay-certain taxes and
assessments, insurance premiums; and certain administrative costs. Base Rental and Additional
Rental payments are subject to abatement in the event of material damage to or destruction or
condemnation of the Facilities or a portion thereof, or defects in title'to the real property on which
the Facilities are situated. The County is also responslble for- the repair and maintenance of the
Facilities to the extent provided in the Lease.

Subjeet to the provmons of the Lease relating to abatement the Lease provides that the
obligation of the County to make Base Rental and Additional Rental payments will be absolute and
unconditional and such Base Rental and Additional Rental payments will not be subject to set-off
or counterclaim. The Lease provides that the covenants of the County thereunder are deemed to be
ministerial duties imposed by law; and it further provides that it will be the duty of each and every
public official of the County to take such action and do such things as are required by law in the
performance of the official duty of such officials to enable the County to carry out and perform the
covenants and agreements of the County contained in the Lease. The Lease provides thdt the
County will pay Base Rental from legally available funds. -
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- See APPENDIX D —~“BASE RENTAL 'PAY-MENT-.S”'a'nd APPENDIX E - “SUMMARY
OF PRINCIPAL LEGAL DOCUMENTS - The Lease Agreement”. Fo :

Reserve Fund

_ . The Reserve Fund will be funded from the proceeds of the sale of the Certificates in the
amount of the Reserve Requirement. If on the Business Day prior to any Payment Date the amount - -
~ in the Base Rental Account in the Certificate Fund is less than the principal and interest payments -
due with respect to the Certificates on such date; the County will transfer to the Trustee from the .
Reserve Fund and the Trustee will transfer to the Principal Account and Interest Account,
respectively, of the Certificate Fund amounts sufficient to make up such deficiencies.

To the extent that such amounts are not required to pay past due principal or interest with .~
respect to the Certificates, draws on the Reserve Fund will be replenished.from delinquent Base
Rental payments and any proceeds of rental interruption insurance and liquidated damages with
respect to the Facilities. : S : . N R

At the option of the County, upon compliance with the conditions specified in the Trust
Agreement, amounts required to b.e‘ held. in the Reserve Fund may be substituted, in whole or in
part, by the deposit of a Credit Facility with the Trustee in a stated amount equal to the amounts so
substituted. o e

.. See APPENDIX E — “SUMMARY OF PRINCIPAL LEGAL. DOCUMENTS — The Trust
Agreement”.. - ‘ : . ; S e

Insurance

The Lease provides that the County will provide insurance for the Facilities to the extent set
forth therein, including. insurance known as “all risk”, including flood but not-including
earthquake, in an amount not less than the lesser of the full replacement value of the Facilities or
the aggregate principal amount of the Certificates at such time Outstanding, with a deductible not to
exceed $100,000 per occurrence, except for flood, in which case the deductible may not exceed
$250,000 per occurrence.. The Lease provides that the County will maintain rental interruption
insurance throughout the term of the Lease so that in the event Base Rental payments are abated
due to any of the hazards covered by the insurance required pursuant to the Lease, moneys will be
available in an amount sufficient to make Base Rental payments under the Lease for at least two
years. However, under the Lease, the County may obtain such coverage as a joint insured with
one or more other public agencies, provided that the total coverage (including rental interruption
insurance) available to all insureds is not less that $100 million ($50 milkion in' the case of flood).
The Lease provides that the County may self-fund against.certain risks. Casualty. insurance
proceeds are to be applied at the option of the County to the repair, restoration, or replacement of
the Facilities or to the prepayment of Base Rental payments. .. - o '

f'_ The County obtained title insurance for each component of the Facilities that was financed
from the proceeds of a Refunded Obligation at the time of such-financing. 'New policies of title
insurance will not be obtained in connection with the execution and delivery of the Certificates. R

~ See APPENDIX B, “COUNTY OF SAN DIEGO FINANCIAL INFORMATION — Risk
Management” and APPENDIX E - “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS — The
Lease Agreement”. : '
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SPECIAL CONSIDERATIONS RELATING TO THE. CERTIFICATES

The following factors, along with all other information in this. Official Statement. should be
considered by potential investors in evaluating the purchase of the Certificates. =

Limited Obligation

The obligation of the County to make Base Rental or Additional Rental payments under the
Lease does not constitute an obligation of the County for which the County is obligated to levy or
pledge any form of taxation or for which the County has levied or pledged any form of taxation.
Neither the Certificates nor the obligation of the County to make Base Rental or Additional Rental
payments under the Lease constitutes an indebtedness of the County, the State or any of its political
subdivisions, within the meaning of any constitutional or statutory debt limitation or restriction.

See APPENDIX E — SUMMARY OF PRINCIPAL LEGAL DOCUMENTS — The Leﬁse
- Agreement”. _ o . ; . _ - . _—

Base Rental Payments

The Base Rental payments and other payments due under the Lease (including insurance,
payment of costs of repair and maintenance of the Facilities, taxes and other governmental charges
and assessments levied against the Facilities) are not secured by any pledge of taxes or other
revenues of the County but are payable from any funds lawfully available to the County. The
County may incur other obligations in the future payable from the same sources as the Certificates.
In the event the County’s revenue sources are less than its total obligations, the County could
choose to fund other municipal services before making Base Rental payments. The same result
could occur if, because of State Constitutional limits on expenditures, the County is not permitted
to appropriate and spend all of its available revenues. The County’s appropriations have never
exceeded the limitation on appropriations under Article XIIIB of the California Constitution. - -

See “CONSTITUTIONAL AND STATUTORY LIMITATIONS ON TAXES AND
APPROPRIATIONS — Article XIIIB of the California Constitution”, , :

Abatement

. - Except to the extent of (i) amounts held by the Trustee in the Interest Account or- Principal
Account of the Certificate Fund or by the County in the Reserve Fund, (ii) amounts received in
respect of rental interruption insurance or liquidated damages, if any, and (iii) amounts, if any,
otherwise legally available to the Trustee for payments in respect of the Certificates, Base Rental
and Additional Rental payments due under the Lease will be subject to abatement in accordance.
with the Lease during any period in which, by reason of material damage or destruction to, or
condemnation of, the Facilities or any portion thereof, or defects in title to the real property on
which the Facilities are situated, there is substantial interference with the use and right of
possession by the County of the Facilities or any portion thereof. The Lease provides that the
amount of rental abatement will be such that the resulting Base Rental payments in any Lease Year
during which such interference continues, excluding any amounts described in clauses (i), (i) or
(i1i) above, do not exceed the fair rental value of the portions of the Facilities as to which such
damage, destruction, condemnation, or title defects do not substantially interfere with the County’s
use and right of possession, as evidenced by a certificate of a County representative.  Such
- abaternent will continue for the period commencing with the date of such interference and ending
with the restoration of the Facilities to tenantable condition.
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Such abated Base Rental payments, together with other moneys legally available to the
Trustee, including moneys from the Reserve Fund, rental interruption insurance, and liquidated
damages, if any, may not be sufficient to pay principal and interest evidenced by the Certificates in
-full as and when payable. In such an event, all Certificate Owners would forfeit a pro rata portion
of interest attributable to abated Base Rental payable during the period of abatement and, to the
extent Certificates mature during a period of abatement, the Owners of such Certificates would
forfeit a pro rata portion of principal attributable to such abated Base Rental payments. The failure
to make such payments of principal and interest would not under such circumstances constitute a
default under the Trust Agrcement the Lease, or the Cerufit,ates

See APPENDIX E - “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS The Lease
Agreement”.

Insurance

The County currently obtains “all risk” casualty insurance and rental interruption insurance
for the Facilities as a joint insured with the City of San Diego, the San Diego Transit Commission
and the San Diego Housing Commission. Such coverage (including rental interruption coverage)
is subject to an aggregate per occurrence limitation of $100 million ($30 million in the case of
flood) for all insureds. The estimated value of all joint insureds” covered facilities is approximately
$1.3 billion. The County-has determined that its maximuim probable loss for ity LOVCICCE factlities
would be $75,000,000, $25,000,000 less than 1t~. current coverage.

_ The West Broadway Court Building component of the Facilities is estimated to be of a

value that, together with two years of Base Rental payments allocable thereto, would approach
$100 million. Additionally, certain of the components are in proximity to insured facilities owned
by the City of San Diego, the San Diego Transit Commission or the San Diego Housing
Commission. Thus, the damage resulting from the occurrence of a single covered event could be
well in excess of $100 million. Such excess would not be covered under the existing policies and
the $100 million of available insurance proceeds would be applied pro-rata among each of the joint
insureds’ damaged facilities.

The County self-funds for, among other th_ings, public liability and workers’
compensation. The County believes that its risks are predictable and measurable on an annual -
basis and, therefore, budgets accordingly. However, the County’s methodology does not ensure
that the amounts buclg,eted in any given year will be sufficient to cover the losses incurred in such
year. For example, in Fiscal Year 1991/92 estimated liabilities for litigation exceeded the budgeted
amount by approximately $17,400,000 and estimated liabilities for workers’ compensation
exceeded the budgeted amount by approximately $21,300,000. The County believes that the
budgeted amounts. together with funds to be provxded in the future, will be adequate to meet all
self-funded leﬂn\

See “SECURITY AND SOURCE OF PAYMENTS FOR THE CERTIFICATES -
Insurance” and APPENDIX B - “COUNTY OF SAN DIEGO FINANCIAL INFORMATION -
Risk Management

Limited Recourse on Default

If the County defaults on its obligations to fake Base Rental payments with respect to the
Facilities, the Trustee will have the right to re-enter and re- Ict the Facilities. In the event such re-
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letting occurs, the County would be liable for any deficiency in Base Rental payments that results
therefrom. See APPENDIX E - “SUMMARY OF THE PRINCIPAL LEGAL DOCUMENTS™.

No assurance can be given that the Trustee will be able to re-let the Facilities so as to
provide rental income sufficient to pay principal and interest evidenced by the Certificates in a
timely manner or that such re-letting will not adversely affect the exclusion of interest with respect
thereto from gross income for federal or State income tax purposes. The Trustee is not empowered
to sell the Facilities for the benefit of the Owners of the Certificates. It is'not certain whether a
court would permit the exercise of the reinedies of repossession and re-letting with respect thereto.

In the event of a default, there is no remedy of acceleration of the total Base Rental
payments due over the term of the Lease. The County will be liable only for Base Rental payments
on an annual basis and, in the event of a default, the Trustee would be required to seek a separate
judgment each year for that year’s defaulted Base Rental payments. ‘Any suit for money damages
would be subject to limitations on legal remedies against counties in California, including a
limitation on enforcement of judgments against funds of a Fiscal Year other than the Fiscal Year in
which the Base Rental payments were due and against funds needed to serve the public welfare and
interest. ' :

See APPENDIX E —“SUMMARY OF PRINCIPAL LEGAL DOCUMENTS - The Lease
Agreement”. '

Release or Substitution of Property

The Lease provides that, upon satisfaction the conditions specified therein, the County may
release from the Lease and Facilities Lease any portion of the Facilities, or substitute other property
and improvements for the Facilities. Although the Lease requires that the property which will
comprise the Facilities after such release or substitution must have an annual fair rental value at
least equal to 100% of the maximum annual amount of Base Rental payments payable in any Lease
Year, it does not require that such property have an annual fair rental value equal to 100% of the
annual fair rental value of the property comprising the Facilities at the time of substitution or
release. Thus, a portion of the property comprising the Facilities could be replaced” with less
valuable property, or could be released altogether. Such a replacement or release could have an
adverse impact on the security for the Certificates, particularly if an-event requiring abatement of
Base Rental were to occur subsequent to such substitution or release. :

See “THE FACILITIES” and APPENDIX E — “SUMMARY OF PRINCIPAL LEGAL
DOCUMENTS — The Lease Agreement”. ' s

Bankruptcy

In addition to the limitation on remedies contained in the Trust Agreement, the rights and
remedies provided in the Trust Agreement and Lease may be limited by, and are subject to, the
provisions of federal bankruptcy laws and to other laws or equitable principles that may affect the
enforcement of creditors rights.

- Under Chapter 9 of the Bankruptcy Code (Title 11, United States Code), which governs
the bankruptcy proceedings for public agencies such as the County, there are no involuntary
petitions in bankruptcy. If the County were to file a petition under Chapter 9 of the Bankruptcy
Code, the Owners, the Trustee and the Corporation could be prohibited from taking any steps to
enforce their rights under the Lease, and from taking any steps to collect amounts due from the
County under the Lease. :




General Economic Conditions; State' Budget

The State has been in a recession for at least the last 30 months. Construction,
manufacturing (especially aerospace), exports and financial services, among others, have ail been
severely affected.. S R S L S

The Governor’s propos;:d' State Budget for 1993/94 would shift about $2.6 billion in

property taxes from local agencies to school and community college districts. It is not clear how |
much of this amount is proposed to be shifted from counties. _ S

The County cannot predict what form the final adopted State Budget will take or what
tmpact the State Budget and the continuing recession will have on County reveriues and
expenditures. However, the County is required by law to‘have a balanced budget each year.-

- See APPENDIX B - “COUNTY OF SAN'DIEGOFINANCIAL INFORMATION —
Annual Budger”, . - » _ R _ ‘ ‘

Litigation Involving Lease With Richmond Unified School District

- In April 1992, the trustee for holders. of certain certificates of participation executed and
delivered on behalf of the Richmond Unified.School District {the “School District”) filed a
complaint in Superior Court for the County of Contra Costa, California against the School District,
the State and other related defendants under lease (the “Richmond Lease™) having provisions
similar to the Lease. In May 1992, in an answer to the complaint. the School District, through its
State-appointed trustee and administrator, and the State Superintendent of Public Instruction,
another defendant in the action, contended, among other things, that the Richmond Lease is
unenforceable in that it constitutes long-term debt of the School District which has not received
voter approval as required by the State Constitution.

On October 9, 1992, the judge in this case denied a petition by the plaintiff trustee for a writ
of mandate ordering the Schoo] District to appropriate moneys in its current budget to pay lease -
payments under the Richmond Lease. - The grounds for denial were that the: mandate was
inappropriate because (i) there was no statute clearly creating a duty to appropriate and (ii) there is
an adequate remedy at law. SR e CEE L L

Following such action, on December 1 1, 1992 the trial court upheld the validity of the |
Richmond Lease against a broad claim of Statutory and constitutional invalidity. The School
District and the State have appealed the trial court’s decision. The County cannot predict whether
the trial court’s decision will be upheld by the appellate court or what lmpact any: ultimate decision
in the case may have on the Lease,. . . . e S B —




O’Melveny & Myers and Harrison, Taylor and Bazile, Co-Special Counsel, express no
opinion as to the ultimate outcome of this litigation, or its effect, if any, upon the Lease or the
Certificates if decided adversely. However, Co-Special Counsel is delivering its final opinion, in
the form set forth in APPENDIX G, incident to the closing of this transaction. The opinion
provides, in part, that, subject to the conditions and qualifications contained in the opmlon based
upon existing: law the Lease is a valid and binding obhgatlon of the County g

Book Entry System

‘Beneficial Owners of the Certificates may experience some delay in the l‘CLBlpt of
distributions of principal of and interest represented by the Certificates since ‘such distributions will
be forwarded by the Trustee to DTC and DTC will credit such distributions te the accounts of the
Participants which will thereafter credit them to the accounts of the Beneﬁual Owners either
directly or indirectly through indirect Participants.

In addition, since transactions in the Certificates‘can be effeoted only through DTC,
Participants, indirect participants and certain banks, the ablllty of a Beneficial Owner to pledge
Certificates to' persons or entities that do not participate in the DTC system, or otherwise to take
actions in respect of such Certificates, may be limited due to lack of a physical certificate.
‘Beneficial Owners will not be recognized by the Trustee as rcglstered Owners for purposes of the
Trust Agreement, and Beneficial Owners will be permitted to exeruxe the r1ghts of reg,lstered
0wner.s only 1ndlreotly throug,h DTC and the Participants.

Sec APPENDIX F- “BOOK ENTRY ONLY SYSTEM"

L()NSTITUTI()NAL AND STATUT()RY LIMITATI()NS ()N TAXES AND -
: APPR()PRIATI()NS

Artlcle XIIIA of the Lallforma Lonst:tutlon

In 1978 Cahforma voters approved Proposmon 13 addmg Article XIIA to the California
Constitution. Article XIIIA was subsequently amended in 1986, as discussed below. Article XIIIA
limits the amount of any ad valorem tax on real property to 1% of the full cash value thereof,
except that additional ad valorem taxes may be levied to pay debt service on indebtedness approved
by the voters prior to July 1, 1978 and on bonded indebtedness for the acquisition or improvement
of real property which has been approved on or after July 1, 1978 by two-thirds of the voters
voting on such indebtedness. Article XA defines full cash value to.mean “the county assessor’s
valuation of real property as shown on the 1975/76 tax bill under “full cash” or thereafter, the
appraised value of real property when purohascd newly constructed, or a change in ownership
have occurred after the 1975 assessment”. This full c.ash value may be 1m,reaxed at a rate not to
exceed 2% per year to account for mflauon '

ATHL]C XIIIA has qubqequenﬂy been amended to permlt reduutlon of the “full cash value”
base in the event of declining property values caused by dama,g,e destruction or other factors, to
provide that there would be no increase in the *“full cash value™ base in the event of reconstruction
of property damaged or destroyed in a disaster. _
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Legistation Implementing Articte XIIIA

Leglslatmn has been enacted and amended a number of times since 1978 to 1mplement
Article XITIA. Under current law, local agencies are no longer permitted to levy directly any
property tax (except to. pay voter-approved indebtedness). The 1% property tax is automatically
levied by the county and distributed according to a formula among taxing agencies. The formula
apportions the tax roughly in proportion to the relative shares of taxes levied prior to 1979.

Increases of assessed valuation resulting from reappraisals of property due to new
construction, change in ownerahlp or from the 2% annual adjustment are allocated among the
~various jurisdictions in the “taxing area” based upon their respective “situs”. Any such allocation
made to a local agency Lontmuc\ as part of its ailomuon in futurc years, : SR

Article XIIIB of the C‘anfomia‘ Constimtio’n

- On October 6, 1979 California voters approved Proposition 4, known as the Gann-
Initiative, which added Article XIIIB to the California Constitution. ‘Propositions 98 and ‘111,
approved by the California voters in 1988 and 1990, respectively, :,ubbtdntlally modified Article
XIIIB. The principal effect of Article XIIIB is to limit the annual appropriations of the State and
any city, county, school district, authority. or other political subdivision of the State to the level of
appropriations for the prior Fiscal Year, as adjusted for changes in the cost of living and
population. The initial version of Article XIIIB provided that the “base year” for establishing an
appropriations limit was the 1978/79 Fiscal Year, which was then adjusted annually to reflect .
changes 1n population, consumer prices and certain increases in the cost of services provided by
these public agencies. Proposition 111 revised the method for making annual adjustments to the
. appropriations limit by redefining changes in the cost of living and in population. It also required
that beginning in Fiscal Year 1990/91. each appropriations limit must-be recalculated using the
actual 1986/87 appropriations limit and making the applicable annual ddjuxtments as if the
provisions of Proposition 111 had been in effect. _

Appropriations subject to imitation of a local governiment under Article XIIIB include
generally any authorization to expend during a Fiscal Year the proceeds of taxes levied by or for
that entity and the proceeds of certain State subventions to that entity, exclusive of refunds of
taxes. Proceeds of taxes include, but are not limited to, all tax revenues plus the proceeds to an
entity of government from (1) regulatory licenses, user charges and user fees (but only to the
extent such proceeds exceed the cost of providing the service or regulation), (2) the investment of
tax revenues, and (3) certain subventions received from the State. Article XIIIB -permits any
government entity to change the appropriations limit by 2 vote of the electors in LOI]fOl'lTllty with
statutory and constitutional voting effective for a maximum of four yeaxs

As amended by Proposition Al 11, Article XIIIB provid_es for testing of appropriations limits
over consecutive two-year periods. If an entity’s revenues in any two-year period exceed the
amounts permitted to be spent over such period, the excess has to be returned by revising tax rates
or fee schedules over the subsequent two years. As amended by Proposition 98, Articie XIIIB
provides for the payment of a poruon of any excess revenues to a fund established to assist in
financing certain school necd% - :

The County’s Article XIIIB limit for the 1992/93 Fiscal Year budget is $915,896,362, and
1992/93 Fiscal Year budget appropriations subject to limitations are expected to be approximately
$487.801,707. . For Fiscal Year 1992/93, the County therefore anticipates that it will be under its
limit by $428,094,655. The County has never exceeded its Article XIIIB appropriations limit.
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Unitary Property

AB 454 (Chapter 921, Statutes of 1986) provides that revenues derived from most utility
~property assessed by the State Board of Equalization (*“Unitary Property™), commencing with the
1988/89 Fiscal Year, will be allocated as follows: (i) each jurisdiction will receive up to 102% of
its prior year State-assessed revenue: and (ii) if county-wide revenues generated from Unitary
Property are less than the previous year’s revenues or greater than 1()2% of the previous year’s
revenues, each jurisdiction will share the burden of the shortfall or excess revenues by a specified
formula, This provision applies to all Unitary Property except railroads, the valuation of which
- continues to be allocated to individual tax rate areas. '

The provisions of AB 454 do not constitute an elimination of the assessment of any State-
assessed properties nor a revision of the methods of assessing utilities by the State Board of
Equalization. Generally, AB 454 allows valuation ;,rowth or dechne of Umtary Property to be
shared by all Jumdu,uonb Ina county : : :

Statutory Limitations

On October 4, 1986, California voters approved Proposition 62, an initiative statute
limiting the imposition of new or higher taxes by local agencies. The statute (a) requires new or
higher general taxes to be approved by two-thirds of the local agency’s governing body and a
majority-of its voters; (b) requires the inclusion of specific information in all local ordinances or
resolutions proposing new or higher general or special taxes; (¢) penalizes local agencies that fail to
comply with the foregoing; and (d) requires local agencies to stop collecting any new or higher
general tax adopted after July 31, 1985, unless a majority of the voters approved the tax by
November 1, 1988. A final State Court of Appeal decision has declared the majority provisions
referred to in {(d) above to be unconstitutional. A second appellate court decision held
unconstitutional both the effective date and majority-vote provision of Proposition 62. However,
the California Supreme Court has ordered that the latter decision not be published (making it
unavailable for citation as precedent) thus Lredtmg_, umertalnty as to the voter—approval requuemcm
of Proposition 62. _ _

Future Initiatives
Article XIIIA Article. XIIIB and Propos1t10n 62 were each adopted as measures that

qualified for the ballot through California’s initiative process. From time to time other initiative
measures could be adopted, further affecting the County’s revenues.
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THE COUNTY

' For certain economic, demographic and financial information with respect to the County,
see APPENDIX A — “COUNTY OF SAN DIEGO ECONOMIC AND DEMOGRAPHIC
INFORMATION", APPENDIX B — “COUNTY OF SAN DIEGO. FINANCIAL
INFORMATION" and APPENDIX C —“COUNTY OF SAN DIEGO AUDITED FINANCIAL
STATEMENTS FOR THE FISCAL YEAR ENDED JUNE 30, 1992”. e '

THE CORPORATION

‘The Corporation was organized on June 12, 1984, as a nonprofit public benefit corporation
pursuant to the Nonprofit Public Corporation Law of the State of California. The Corporation’s
purpose:is to render assistance to the County in its acquisition of equipment, real property and
improvements on behalf of the County. Under its articles of incorporation, the Corporation has all
powers conferred upon nonprofit public benefit corporations by the laws of the State of California,
provided that it will not engage in any activity other than that which is necessary or convenient for,
or incidental to the purposes for which it was formed. :

The Corporation is a separate legal entity from the County: It is governed by a five-member
Board of Directors (the “Board ‘of Directors™) appointed by the Board of Supervisors of the
County. The Corporation has no employees. All staff work is performed by employees of the
County. The members of the Corporation’s Board of Directors are Barry i. Newman. Morris
Slayen, Hardy G. Kuykendall, Richard L. Nolan, Jr., and Mickel Anderson. - - -~ '

Barry I. Newman, Chairman. is a retired banker and. attorney. He was formerly Senior
Executive Vice President of Great American First Savings Bank. Prior to joining Great American,
he was Chairman, President, and Chief Executive Officer of Security Pacifi¢ Finance Group, and
is a member of the California, New York,; Ohio and U.S. Supreme Court Bars. '

Morris Slayen is President of M. Slayen & Associates, Inc.; a private contracting firm
specializing in the installation of acoustical and thermal insulation for naval vessels. ;. '

Hardy G. Kuykendall is a retired insurarice company executive. He is a former Vice
President of Allied Mutual Insurance Co., a former President of the La Mesa Chamber of
Comimerce, and a past member of the City Council and Vice Mayor of La Mesa. California. as well
as a former member and President of the La Mesa-Spring Valley School District Board of
Education. . ' ‘ P o S ' o

Richard L. Nolan, Jr., currently directs his own management consulting firm, is the owner
of Woodside Animal Hospital and was formerly budget officer for the State of Missouri. ‘

Michel Anderson is President of Michel Anderson & Associates, a land use consulting firm
specializing in project management, development processing and public affairs. Mr. Anderson has
previously served as an assistant to the Mayor of San Diego for business and economic
development, on the Governor’s Infrastructure Task Force and on the Grace Commission in
Washington, D.C. '

The County’s Chief Administrative Officer, Director of the Office of Financial -
Management, Treasurer-Tax Collector, Auditor-and Controller, the County Counsel, Director of
General Services, Director of Purchasing and Contracting and other County employees are
available to provide staff support to the Corporation. ' : '
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Further information concerning the Corporation may be obtained from the San. Diego
County Capital Asset Leasing Corporation office in 1600 Pacific Highway. Room 352, San Diego.,
California 92101. . , o S g o SERREEEIEE

TAX EXEMPTION

. In the opinion of O’Melveny & Myers and Harrison; Taylor & Bazile, Co-Special Counsel,
under existing statutes, regulations, rulings and court decisions, the portion. of ‘each Base Rental
payment designated as and comprising interest and received by the Owners of the Certificatey is
excluded from gross income for federal income tax: purposes pursuant to Section 103(a) of the
Internal Revenue Code of 1986, as amended (the “Code™). The original issue discount (“OID™) on
the Certificates properly allocable to a registered Owner is treated as interest for purposes of federal
income tax and is excluded from gross income for federal income tax purposes to the same extent
as interest with respect to the Certificates as described above. - -

In addition, Co-Special Counsel is of the opinion that the portion of Base Rental designated
as and comprising interest is not an item of tax preference for purposes of the Code’s alternative
minimuimn. tax provisions except to the extent provided in the following sentence. The portion of
each Base Rental payment designated as and comprising interest received by a corporation will be
included in adjusted earnings for purposes of computing its alternative minimum tax. .

- OID is includable in adjusted current earnings as it accrues each year rather than at the time
OID is actually paid to and received by the Owners of the Certificates upon the maturity or
prepayment of the Certificates. OID accrues on an actuarial basis (i.e., on the busis of a geometric
progression over the term of such Certificates) rather than ratably, and an Owner's-adjusted basis
in-such Certificates, used to determine the amount of gain or loss on disposition of such
Certificates, will be decreased by the amount-of such accrued OID. - : : o

. Co-Special Counsel is further of the opinion that that portion of Base Rental designated as
and comprising interest and received by the Owners of the Certificates is exempt from personal
income taxes of the State of California under present state law. ' : :

~In'rendering these opinions, Co-Special Counsel has relied upon representations and
covenants of the County in the Trust Agreement and in.the County’s Tax and Nonarbitrage
Certificate concerning the investment and use of Certificate proceeds, the rebate to the federal
government of certain earnings thereon and the use of the facilities refinanced with the proceeds of
the Certificates. In addition, Co-Special Counsel has assumed that all such representations are true
and correct and that the County will comply with such covenants. Co-Special Counsel has
expressed no opinion with respect to the exclusion of the interest paid with respect to the
Certificates from gross income under Section 103(a) of the Code in the event that any of such
County representations are untrue or the County fails to comply with any of such covenants.

~Co-Special Counsel has expressed ino opinion regarding any impact of ownership of,
receipt of interest with respect. to, or disposition of, the Certificates other than as expressly
described above. Prospective purchasers of the Certificates should be aware that, in addition to
other possible tax consequences, ownership of, receipt of interest with respect to, or disposition
of, the Certificates may be affected by the following federal income tax provisions: (i) Section 265
of the Code denies a deduction for interest on indebtedness incurred or continued to purchase or
carry the Certificates or, in the case of a financial institution, that portion of a Owner’s interest
expense allocable to interest with respect to the Certificates, (11) with respect to insurance
- companies subject to the tax imposed by Section 831 of the Code, Section 832(b)(5)(B)(1) of the
Code reduces the deduction for loss reserves by 15% of the sum of certain itemns, including interest
with respect to-the Certificates, (iii) for taxable years beginning before January 1, 1996, interest
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with respect to the Certificates earned by some corporations could be subject to the environmental -
tax imposed by Section S9A of the Code, (iv)-interest with respect to the Certificates earned by

certain foreign corporations doing business in the United States could be subject to a branch profits,

tax imposed by Section 884 of the Code, (v) passive investment income, including interest with

respect to the Certificates, may be subject to federal income taxation under Section 1375 of the

Code for Subchapter S corporations that have Subchapter C earnings and profits at the close of the

taxable year if greater than 25% of the gross receipts of such Subchapter S corporation is passive

investment income, and (vi) Section 86 of the Code requires recipients of certain Soctal Security

and certain Railroad Retirement benefits to take into account, in-determining the taxability of such

benefits; receipts or accruals of interest with respect-to the Certificates. The presence of any such -
effect, as well as the magnitude thereof, depends on the specific factual situation with respect to
each particular Owner of Certificates. - : S ‘ C > '

CERTAIN LEGAL MATTERS
- Copies of the-approving opinion of O*Melveny & Myers and Harrison, Taylor & Bazile,
Co-Special Counsel will be available-at the time of delivery.of the Certificates. Certain legal
“matters will be passed upon for the Underwriters by Jones Hall Hill & White, A Professional Law

Corporation. Certain legal matters will be passed upon-for the County and the Corporation by the
- County Counsel. - : ~ - SR S

LITIGATION

The County is not aware of any pending or threatened litigation concerning the validity of
the Certificates or challenging any action taken by the County-in connection with the authorization
of the Facilities Lease, the Lease, the Trust Agreement or any other document relating to the
Certificates or the Facilities to which the County is or is to be become a party or the performance
by the County of any of its obligations under any of the foregoing.© SR :

There are a number of lawsuits and claims. pending against the County. Included in these
are a number of property damage, personal injury and wrongful death actions seeking damages in
excess of the County’s insurance limits. In'the opinion of the County Counsel, such suits and
claims as are presently pending will not have a material adverse affect on the ability of the County
to make Base Rental payments. R S Do '

VERIFICATION. ..

, The accuracy of (i) the mathematical computations of the adequacy of the maturing principal
of and interest earned-on the obligations. of the United States of America held under the Escrow
Agreement by the Escrow Bank for the Refunded Obligations; together with other available funds
held thereunder by the Escrow Bank, to provide for the payment of the Refunded Obligations; and
(ii) certain mathematical computations supporting the conclusion that the Certificates are not '
“arbitrage bonds™ under the Code, will be verified by Grant Thornton, a firm of independent
certified public accountants. ~ - e B

RATINGS
Moody’s Investors Service, Inc. has given the Certificates a rating of “Aaa™ and Standard
& Poor’s Corporation has given the Certificates a.rating of “AAA”, with the understanding that,

upon delivery of the. Certificates, the Insurance Policy will be issued by the Insurer. Certain
information was supplied by the County to the rating agencies to be considered in evaluating the
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Certificates. Credit ratings reflect the views of the respective rating agencies and any explanation
of the significance of ratings should be obtained directly from the agencies. There is no assurance -
that any rating will not subsequently be revised or withdrawn entirely if, in the judgment of the
assigning agency, circumstances so warrant. . The County and the Underwriters undertake no
‘responsibility either to bring to the attention of the Owners of the Certificates any downward
revision or withdrawal of such rating and any such downward revision or withdrawal could have
an adverse effect on the market price of the Certificates. Maintenance of ratings will require
periodic review of current financial data and other updating information by assigning agencies.

- UNDERWRITING

The Certificates are being purchased by Morgan Stanley & Co. Incorporated, PaineWebber
Incorporated, Merrill Lynch & Co., Smith Barney, Harris Upham & Co. Incorporated, Artemis
Capital Group, Inc. and L. P. Charles & Goings, Inc. (collectively, the “Underwriters™). The
Underwriters have agreed to purchase the Certificates at a discount of $1,31 1,930 from the public
offering prices shown on the inside cover page hereof. The purchase contract pursuant to which
the Certificates are being purchased by the Underwriters provides that the Underwriters will
purchase all of the Certificates if any are purchased. The obligation of the Underwriters to make
such purchase is subject to certain terms and conditions set forth in the purchase contract.

The Underwriters may offer and sell the Certificates to certain dealers and others at prices
or yields different from the prices or yields stated on the cover page of this Official Statement. The
~ offering prices or yields may be changed from time to time by the Underwriters.

ADDITIONAL INFORMATION:.

The purpose of this Official Statement is to supply information to prospective buyers of the
Certificates. Quotations and summaries and explanations of the Certificates and documents
contained in this Official Statement do not purport to be complete, and reference is made to such
" documents for full and complete statements of their provisions. ‘ C

The County regularly prepares a variety of reports, including audits, budgets and related
" documents, as well as certain monthly activity reports. Any Owner of a Certificate may obtain a
copy of any such report, as available, from the County. '

The preparation and distribution of this Official Statement have been authorized by the
County. :

COUNTY OF SAN DIEGO

By: /s/ David E. Janssen
‘Chief Administrative Officer
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APPENDIX A

' COUNTY OF SAN DIEGO ECONOMIC AND
" DEMOGRAPHIC INFORMATION '

General

The County of San Diego (the “County™) is the southernmost major metropolitan area in the
State of California (the “State”). The County covers 4,255 square miles, extending 70 miles along
the Pacific Coast from the Mexican border to Orange County, and inland 75 miles to Imperial
County. Riverside and Orange counties form the northern boundary. The County is
approximately the size of the State of Connecticut. . R ‘

~ Topography of the County varies from broad coasta! plains and fertile inland valleys.to
mountain ranges in the east which rise to an elevation of 6,500 feet. Eastern slopes of these
mountains form the rim of the Anza-Borrego Desert and the Imperial Valley. The Cleveland
National Forest occupies much of the interior portion of the County. The climate is equable in the
coastal and valley regions where most of the population and resources are located. ' Average annual
rainfall in the coastal areas is approximately 10 inches. . = - : ‘ -

The County possesses a diverse economic base consisting of a significant manufacturing
presence in the fields of electronics and shipbuilding, a large tourist industry attracted by the
favorable climate of the region, and a considerable defense-related presence which contributes
approximately $10 billion annuaily to the retail and service businesses of the area. '

The County is also growing as a major center for culture and education. Over 30
recognized art organizations, including the. San Diego Opera, the Old Globe Theatre productions, -
the La Jolla Chamber Orchestra, as well as museums and art galleries, are located in the County.
Higher education is provided through five two-year colleges and six four-year colleges and
universities. . P S : : e :

The new San Diego Convention Center, containing 354,000 square feet of exhibit space
and over 100,000 square feet of meeting/banquet rooms began operation in November 1989. The
Convention Center can accommodate events.for 30,000 to 40,000 people. . During 1990, its first
year of operation, 354 events were held, attracting 1.1 million guests. An estimated 280,000 of
these were from out of town. Major conventions and trade shows are scheduled into the year
2009. : S o _

In addition to the City of San Diego, other principal cities in the County include Carlsbad,
Chula Vista, Oceanside, El Cajon, Escondido, La Mesa and National City. Most County residents
live within 20 miles of the coast. Farther inland are agricultural areas, principally planted in
avocados and tomatoes, while the easternmost portion of the County has a dry, desert-like
topography.

The County is the delivery system for federal, state and local programs. The County
provides a wide range of services to its residents including: (i) regional services such as courts,
probation, medical examiner, jails, elections and public health; (ii) health, welfare and human
services such as mental health, senior citizen and child welfare services; (iii) basic local services
such as planning, parks, libraries and Sheriff’s patrol to the unincorporated area, and law
enforcement and libraries by contract to incorporated cities; and (iv) infrastructure such as roads,

- waste disposal and flood control to the unincorporated area of the County.




County Government

: The County was incorporated on February 18, 1850, and functions under a charter adopted
in 1933, as subsequently amended from time to fime. The County is governed by a five-member
Board of Supervisors elected to four-year terms in district nonpartisan elections. The Board of
Supervisors appoints the Chief Administrative Officer and the County Counsel. The Chief
Administrative Officer appoints the Auditor and Controller. Elected officials include the Assessor,
District Attorney, County Recorder-County Clerk, Sheriff and Treasurer-Tax Collector.

Growth Management

The County has fostered a regional growth management plan rather than imposing
development limitations. The current regionai growth management effort was approved by the
voters in November 1988 as Proposition C, the only one of five growth-related measures on the
ballot to be approved. It provides for a voluntary planning process to help define, plan, and
- prepare for the impacts of growth on a regional basis. Representatives of the County and each of
the-1¥ incorporated cities within the County agreed to a growth management board that ¢ame into
being in 1990 through an amendment to the San Diego Association of Governments ("SANDAG™)
joint powers agreement designating SANDAG as the board. ‘The board has no power to'limit
growth in any jurisdiction.

Populétion

There are 18 incorporated cities in the County. and a number of unincorporated
communities. For many years the population of the County has grown at a greater rate than that of
either California or the nation. The County population for July-1, 1992, was estimated to be
2,602,200, making it the second largest-County by population in California and the fourth largest
in the United States. The 1992 population increased 2.2% from 1991. Approximately 40.7% of
the growth in population in 1992 can be attributed to migration, & large share of which-can be
linked to employment opportunities. The remaining 59.2% is from net natural increases, i.e.,
births less deaths. S IR : : BT '

Pophlatioﬁ in the County is expected to .grow to 3.3 million people by the year 2000, and to
3.6 million people by 2005, which is nearly a 40% increase over the existing population.

The City of San Diego is the sixth largest city in the nation: in 1992 the City’s population
was approximately 1,150,000. o _




- ‘The following table shows changes in population i in the County the State and the Umted
States for the years 1983 - 1992 as of July 1.

Population - 1983 - 1992

' _ United _
County Percent State Percent States Percent
Year® (000} Change (000)  Change (100) Change
1983 1,992 - o 235,337 _ 2")3 K06 -
1984 2,047 . 2.76% 25,816 - 1.89%' 235,847 0.87%
1985 - 2,097 2.44 26,403 227 237,950 089
1986 2,169 3.33 27052 - 246 240,162 0.93
1987 2,248 3.64 27,717 2.46 242,321 0.90
1988 2,328, 3.56. 28,393 . . 2.44 244,534 0.91
1989 2,418 - 387 - 29,142  2.64 246,820 - - .93 ..
1990 2,480 2.56 29976 . - 2.86 249466 - 1.07
1991 2,547 2.07 30,646 2.24 252,120 - 1.06 .
1992 2,602 - 216 . 31,320 2.20 . 254,490 0.94 -

(1} Estimated population as of July 1. .
Sources:  State of California Department of Finance; U.S. Department of Commerce, Bureau of the Census.

Empleyment'

, - The County’s total labor force, the number of persons who work or are available for work,
averaged 1,190,700 in Calendar Year 1992. The number of employed workers in the labor force .
averaged 1,112,100. The total work age population (15 to 64 years old) employed in the labor
~ force is expected to increase.

From Calendar Years 1988 - 1992, employment growth in the County occuired at a 0.77%
compound annual rate, eompared with rates of 0 74% for the State and 0.51% for the nation.




The followmg, table sets forth information rega.rdm;_, the size of the labor force, employment
and unemployment rates for the County, the State and the United States for the Calendar Years

1988 - 1992,
Employment - Averages

Calendar Years 1988 - 1992
County - ‘
Labor Force (000s) _ 1.126.3 . 1.172.1 1.1744 - 1.172.4 1.190.7
Employment (000s) 10784 1.125.9 - L1216 L0990 L1124
Unemployment Rate 4.3% 3.9%. 4.5% 6.3% 6.6%
State " : o o
Labor Force (000s) _ 14.133.0 14.518.00 14.670.0- 14.833.0 15.064.0
Employment (000s) 133850 . 13.780L0 - 13.846.0 13.714.0 13.785.0)
Unemployment Rate . 5.3% . 5.1% ©5.0%. 7.5% K5%
United States o T g
Labor Force {00(s) 121.689.0 123.8649.0) 124, 787.4) 125.303.0 126.590.0
Employment ((00s) _ 114 968.0 117.342.0 117.914.0 O L1687T0 - 117348.0
Unemployment Rate ~ 5S5% - 53% 55% C6.7% L 13%

Source:  Caidifornia Employment Development Department. Annsal Planning Information.

The service industries accounted for more than 25% of total nonagricultural employiment in
1992, with a total of 273,100 jobs, The trade. mdustry including both retail and wholesale -
businesses, was the second largest sector in 1992, eompmme approximately 20% of total Coum:y.
employment with a total of 223,300 jobs. - :

During 1992, government accounted for approximately 17% of total employment and
manufacturing accounted for an additional 12%. The construction and transportation sectors of
employment are greatly influenced by the general health of the economy due to the fact that they

. serve exclusively the local market. These two sectors are therefore directly influenced by the
growth of population and houqmg, and are expected to decline slightly through 1993,




The following table sets forth the annual average nonagricultural employment within the
County, by employment sgector, for the Fiscal Years 1988 - 1992,

Nonagrlcultural Empluyment — Averages
Calendar Years 1988 - 1992
By Place of Work

{in Thousands )

mplovmen r .L_ﬁi ‘ __._8__ 19 !l 1991 1992
Mining 0.8 0.8 0.7 0.6 0.5
Transportation and S e o

Publi¢ Utilities 35.1 35.8 37.1 36.8 34.7
Construction : 574 63.8 - 62.3 - 50.4° 433
Manufacturing 130.1 135.4 136.5 134.7 124.0
Wholesale and T :

Retail Trade ' 223.0 2337 . 238.1 230,00 2197
Finance, Insurance and Real : - o

Estate _ 65.0 66.5 679 . 643 60.9
Services . 2425 259.5 275.7 277.3 282.8
Government 162.8 169.3 176.8 179.5 179.1

Sources:  County of San Diego Auditor and Controller; California Employment Development Departiment.
The following table sets forth the ten largest employers in the County as of August 1992

Ten Largest Employers .

B o - ~ Number of - : ' '
Employer - - o Employees  Product or Service
~ U.S. Government/Active Duty Military - 139,701 - National Defense '
U.S. Government/Civilian Employees 47,700 Federal Administration
University of California, San Diego 17,816 - Educational Institution
County of San Diego 13,765 ' County Administration
San Diego Unified School District 11,407 - K-12 Public Schools
City of San Diego 10,969 City Admunistration
Sharp Health Care 9,730 Hospitals/Health Care Services
General Dynamics 9,500 Aerospace/Defense Electronics
Scripps Institution of Medicine - :
and Science _ 8,395 Health Care/Biomedical Research
State of California 7,713 State Administration

Source:  San Diego Business Journal.

A-5




Regional Economy

The Gross Regional Product (“GRP™) of the County is an estimate of the value for all
goods and services produced in the reglon The GRP for 1992 1s forecasted to rise 5% to $62.2
billion. .

The following table presents the County’s GRP from Fiscal Years 1982/83 - 1991/92.

Gross Regional Product
Fiscal Years 1982/83 - 1991/92

Fiscal - Gross Regional Annual Percentage Change. - - '
Year Ended Product - Current  Dollars ngl gshangegl)
June 30 (Billion %) San Diego Q ited States San Diego ~United_ States
1983 $29.5 0.3% 7.7% 5.0% _ 6.8%
1984 ' 338 1201 10.8 104 2.4
1985 36.6 9.9 6.1 4.6 249
1986 39.5 9.9 56 - 5.7 B 34
1987 : 43.7 9.1 6.8 5.5 : 3.6
1988 : 47.8 9.5 7.0 5.0 2.2 -
1989 - 524 9.1 6.7 3.0 2.5
1990 ‘ 55.8° 5.7 5.1 . NA 1.0
1991 504 . 2.8 3.2 -1.0 . -{).5.
1992 {estimate) 62.2 4.7 5.2 1.9 2.3

(I)  Adjusted using the GNP Implicit Price Deflator. ' _
Sources:  Data for the U.S. from the Department of Commerce, Bureau of Economic An Liysis: Economic Research
Bureau of the Greater San Diego Chamber of Commerce; County of San Diego Auditor and Controller,

Helping to sustain the County’s economy is the perforinance of three basic industries of the
region — manufacturing, the military, and tourism. The U.S. Department of Defense contributes
about $10 billion annually to the local economy through wages paid to uniformed military and
civilian personnel and through purchases of equipment and services from local busmcxsex
Although the Naval Training Center remains on the Department of Defense’s closure list, the area’s
mlhtary presence is expected to remain stable. and may even increase because of consolidation of
operations and facilities from elsewhere in California and the West.
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Building Activity

Building permit valuation in the County decreased to $1.5 billion in' 1992 from $2.0 billion
in 1991. Measures limiting new housing remain in effect in areas throughout the County. The
number of building permit authorizations has fallen in the last several years. '

'_Ar_mual total building permit valuation and the annual unit total of new residential permits -
since 1988 are shown in the following tabulation.

Building. Permit Activity
Calendar Years 1988 - 1992

Valuation ) .
Residential $2.820.,000 $2.355.000 - S1.894.000 $1.377.000 1.049.744
Nonresidential 1.474.000 930,000 710000 646,000 533,405
Total : $4.294 000 $3,285.000 $2.604.000 $2.023.000 51,583,149
New Dwelling Units , .
Single Family 14229 10,708 6.611 5.375 o 3,794
Multiple Family 14,165 8,103 9.190 2528 2255

Total 28.394 18313 15,807 7903 6049

Source:  Economics Sciences Corporation.
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Commercial Activity

Consumer spending in Calendar Year:1991 resulted in 3)20 84 bllhon in taxable salcs in the
County, which is4.20% below Calendar Year 1990. - = . : _

The following table sets forth mformauon regardmg taxable Sales in the County f01
Calendar Years 1988 - 1992, : - ‘

Taxable Séles |
Calendar Years 1988 - 1992
(000’s Omitted)

Apparel Stores - % 693249 $ 787646 S 832370 - § 859.766 S 396.521
General Merchandise | ‘ 2,500,605 2.699.887 2,745,143 C2717.063 L 1.281.227
Speciafty Stores o T1e28611 0 1800401 1915079 1.893.601 923,776
Food Stores , LO72.516 1,205,124 1261984 1383476 0. 0 730,769
Liquor Stores ' ‘ 152,054 152.368 (49,111 155.782 79.359
Eating and Drinking : , : — o
Establishments 1.816.607 1,920,620 2.026.527 2061465 1.032.243
Homé Furnishings ‘ . P ‘ .
and Appliances - 721534 782644 801992 753.4067 359.204
Building Materials and S : ,
Farm Implements 1.266,373 1.468.314 1.346.551 1,191,353 578.822
Automaotive 2.836.907 2.901.062 2,748,644 2416031 . 618372
Service Stations - 1,040,439 1,165,791 - 1221927 'I,167,3 02 1,235,138
Retail Stores Total 13.734.895 14833857 - 15.099.328 14,599,366 7.235.431
Business and Personal Services 1.069.206 1,141,119 1198840 1.156.735 586.020
All Other Qutlets 4,571,781 5.246.370 . 5453078 5.080.874 2,493 664
TOTAL ALL QUTLETS $19.381,882  321.271.346  $21.751.246 $20.836975  $10.315.115

* First two quarters of 1992 only. _ '
Source: - California State Board of Equalization. Taxable Sales in Califomia.

Personal Income

Personal income is income for all sources after deductions for social insurance programs,
and before taxes. Earned income, derived prlmdnly from wages and salaries, 1s the largest
component-of personal income. >

Effective Buying Income (“EBI”) is a gross measurement of market potential indicating the
ability to buy. EBI is a classification of all personal income (e.g., wages, salaries, other labor-
related income, interest income and pension and welfare assistance) less personal taxes (i.e.,
federal, state, local and Social Security taxes and related fines, penalties and fees) and less non-tax
revenues (i.e., payments for overseas diplomatic and military personnel).

In 1991, the County ranked 14th of 320 metropolitan areas in terms of Total EBI, 54th of

320 in terms of Median Household EBI and 16th of 320 in terms of Number of Households with
more than $50,000 of EBI. Between 1982 and 1990, personal income in the San Diego
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mctropolltan area grew at a 10.5% c.ompound annual rate, compared w1th a 7.7% rate for the
natlon : :

The following table hsts various income mdu,es for the Sdn D]C},O Men opohtan Stdtl\tl(,d]
Area and the Umted States.

Income Indices
Calendar Years 1982 - 1991

- . Number uf
STl . - o o SR : Househalds
Total Petsonal Income - Per Capita Personal Incoing~ ' Median Household EB| with More than
(000's) ' $50.000 EBL (000°s)

Year San Diego MSA u.s. San Diego MSA u.s. San Diego MSA u.s. San Dieyo MSA
1987 $35,704.887 = $3,202.847,131 $15.430 $13.040 $29.¥91 $25.888 208.8
1988 36.146.308 . 3.064.005977 15,174 12.359 29555 . 24 488 213.7
1989 38270528 - 3287489252 15.391 '1‘3.158 S T29.916 25976 229.3
1990 41,179:182  3.499.365.237 16,067 13952 32,013 27912 2574
1991 4(2.840.447 3.728967.043 15681 - 14702 - 35776 32073 2842

-Sources:

Sales & Marketing Management, Survey of Buying Power

Transportation

. Surface, sea-and air transportation facilities serve ‘County residents and businesses:

Interstate 5 parallels the coast from Mexico to the Los Angeles area and points north. ‘Interstate 15

_runs inland, leading to Riverside-San Bernardino, Las Vegas, and Salt Lake City. lntersmte & runs
eastward through the southern United States. :

San Diego’s lnternatlondl ‘Airport (Lindbergh Field) is located approxnmtely one mile west
of the downtown area at the edge of San Diego Bay. The facilities are owned and maintained by
the. San Diego. Unified Port District and are leased to commercial airlines and other tenants.’ The
airport is California’s third most active ¢commercial airport, served by 20 major airlines. - In
addition to San Diego International Airport, there aré two naval air stduons and seven g,encral
aviation airports located'in thé County.

Public transit in the metropolitan area is provided by the Metropolitan Transit Development
Board. The San Diego Trolley. developed by the Metropolitan Transit Development Board
beginning in 1979, has recently been expanded. A total of 17 6 miles were added to the original
108 miles; construction was completed in 199().

San Diego is the terminus of the Sdnta Fe Railway’s main hne from Los Angeles. Amtrak
passenger service is available at San Diego, with stops at Del Mar and Oceanside in the North
County. -

San Diego’s harbor is one of the world’s largest natural harbors. The Port of San Diego is
_.administered by the San Diego Unified Port District, which includes the cities of San Diego,
National City, Chula Vista, Imperial Beach, and Coronado.




Visitor and Convention Activity.

An excellent climate, proximity to Mexico, extensive maritime facilities, and such
attractions as the San Diego Zoo and Wild Animal Park, Sea World, Cabrillo National Monument,
and Palomar Observatory allow San Diego to attract a high level of visitor and convention business
each year. Contributing to the growth of visitor business has been the development of the 4,600-
acre Mission Bay Park at San Diego and the construction of meeting and convention facilities at the
San Diego Community Concourse. : .

San Diego’s s visitor mdustry 1sa maJor sector of the reg:lon s economy. Visitor revenues in
San Diego County reached over $3.7 billion in 1992, according to an estimate by the Sun Diego
Convention and Visitors Bureau, up from $3.5 billion in 1991. In 1992, San Diego County
hosted 1.279 conventions; attended by 843,065 delegates, who spent nearly $547 million.

Ed ucation

Forty-three mdependent bLhOOI dlstrlets provide edueatlonal programs. for the more . than

405,000 elementary and secondary public school children in the County. Each school system is

‘governed by a locally elected ‘board of education and administered by a superintendent or other -
chief administrative officer appointed by the board. In the County there are three types of school
districts: elementary, union high and unified. Elementary districts educate elementary students,
union high districts educate for the most part secondary students, and unified districts educate both
elementary and secondary students. There are eurrently 10 unified, 27 elementary and 6 union
high school districts in the County.

Community colleges in California are locally operated and administered two-year
institutions of higher education. They offer Associates in Arts and Associates in Science degrees
and have extensive vocational curricula. There are five community college districts in the County
with a combined enrollment of more than 175,000 students at eleven c.ampuses and numerous adult
and community centers. . o

Among the institutions of higher education offering bachelor’s : and graduate programs in
metropolitan San Diego are San Diego State Umvelslty (31,201 students); the University of
California at San Diego (17.699 students), which, in terms of enrollment is. the second largest
school in the State: National University (12,500 students): the University of San Diego (6,000
students); Point Loma College (2,349 students); and United States International University (1,716
students). Construction of a new campus in the California State University System commenced in
1990 in the C:ty ot San Marcos. :
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The foHowing tables describe the assessed valuation of Property Subject to taxaty
, € ta ars, :

Fiscaj Years 1983/84"~ 1992/93 and the tax collections iy, Such year
Assessed Valuation of Propert
ubject to Aq Valorem Taxation
1Scal Yeqrg 1983/84 . 992/93(1,
(n Thoysg ds)
Net
‘ Assessed
Gross ‘Valuation
Fiscal Persony) Assessed for Tax
1983/84 322,511 45 $35.421.666 $3.012.()27 $ 60.945.638 - $1 06,094 3 59,839,544
1984785 25,121,287 39,031,330 3.427.053 67,579.670_ 1231 880 o 66347 788
1985/86 27,994.221 43.754 843 3.865_.757 75,614,'821 - 1476 531 74.138,290
1986/87. 31.187‘727. t49.725,851 4.229.950 85.143,528 ; 1_,515.1_70 ' 83‘628.358
1987/8% 34.724,925 55.492,851 4.771.804 94,989.58() 1,733,693 93,255 88 7
- 1988739 38431 248 61331216 5.164.33] _ VI()4,926;775_ L&I8 688 I(J3_.108.()87
198990 43,595 375 67,523.333_ 5,782,872 K 116.901.53() 2.176.638 1’14‘.724.892
199040 49.581.930 75.596‘700 6.796,312 131.974.941 - 2428 532 "'I?9.546.409
199192 34.203 463 80,619,713 6.833.1238 141656304 2.605.201) 139,051 103
199293 56,942 667 83.395.166 1

7050615

147 388 447

Vvaluation of Property in the Cuumy will incregge by approxim

3.01 L.677 443 76,771
(1) Fiscyj Year 1993704 tigures wip ROt be available until Augygy | 993, It is anticipateq ghy the ney assessed
ately 59, T o

Sotirce; County of San Diegg Auditor ang Controljer.
Summary of Ad Valorem -Property, Aaxation
Fiscal Years 1983/84 . 1992/93 o

. . -Amount of o : : :

_ Genepgl Fund Current Levy ~ Percent. Prior- o
Fiscal_ Securgd « Uncollected Delinquent . _De!inquencies
1983/84 $142.161 727 5476,083 3859, S 7811617
1984/85 158.055.308 5.958.31_2 377 6,699,867
1985/%¢ 176.112,561_ 6;4{)2.81_5 ' 3.64 8.193.610
1986/87 199.039.085 6.899 438 ‘ 3.47 8.140.870°
1987/88 21 7.716,713 6.975.475 320 10,077 435
1988/89 242421 293 7.340.420) 3.03 7.166.653
1989/9¢ 268,357 708 &.096.567 3.02 6,990,138
1990/91 299 1 96.770 12,378 379 4.13 7.546.878
1991197 319.565.3()4 14.643.555 : - 4.58 : 8.929.386
1992793 31-1.46&924(1) 15,822,621(1) 5.08(1) 8.97’_5,691(2)

¢} Estimateq_
2

Col]ections

Source:

as of Aprif | 2. 1993,

County of San Diego Auditor apg ConiroHer.




The following table shows the approximate tax paid by the ten largest taxpayers in the

County for Fiscal Year 1992/93.

.+ Ten thrgés't 'Takpayer's‘

- Fiscal Year 1992/93

Property_Owners

San Diego Gas & Electric Company .
Southern California Edison :
Pacific Bell o :
General Dynamics Corp./Convair Div.
Pardee Construction Company
Fieldstone/La Costa Associates *
Equitable Life Assurance Society

CF Poway Lid.

General Dynamics Corp. :

Pacific Landmark Hotel Ltd.

Source:  County of San Diego Auditor and Controller.
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Approximate Tax

$33,648,939.56
22,412,638.96
18,097.383.84
2,993,381.76
2,812,440.5%
2,446,590.74
2,256,678.28
2,007,313.08
1,991,222.96 -
1,945.880.46




Financial Statements

The following financial statements were generated from the County Auditor and .
Controlier’s “Annual Financial Report” and other official public records. A copy of the general
purpose financial statemenis of the County for the year énded June 30, 1992, is attached to this -
Official Statement as APPENDIX C. The following statements are for informational purposes
only and do not constitute the complete financial statements of the County. .

(ieneral Fund
- - Combined Balance Sheet :
At June 30, 1992 Compared to June 30, 1991

(In Thousands}) .
Assets o 1992 Coo 1991
Cash . o $ 12,180 "% 23.375
Taxes Receivable - 49,289 ADNGY.
Accounts Receivable - _ 60.472 : . 60.047
Loans Receivable - ' 587 o . 474
Due from Other Funds (1) (2) 270435 _ ' 233981
Deposits with Others ‘ 15 , - : _ 15
Inventories-Materials and Supplies _ _9.351 o R C 1931
TOTAL ASSETS . - $402.329 $365.892
Liabilities and Equiti
Accounts Payable. $ 25814 ' $ 16916
Accrued Payroll ' 31.734 27.600
Amount Dues for Tax and Revenue .
Anticipation Notes (2) _ 210.080 190052
Due to Other Funds ‘ ' 7.081 2254
Obligations under Reverse .
Repurchase Agreements 596 ' 1.662
Deferred Property Tax Revenue 45.3406 37.264
Other Deferred Revenue 36.796 29 478
Fund Balance-Unavailable :
Encumbrances 26,239 38452
Fund Balance-Unavailable _ ' _ .
Reserves : 12.459 100473
Fund Balance-Available ‘ 6,184 : 11,741
TOTAL LIABILITIES AND ‘ C : :
"EQUITIES : $4002.329 - : $365.892

(1) Represents receivables and payables between General Fund and other County funds based on actual or estimated
claims outstanding. : : .

{2y  Consistent with National Council on Governmental Accounting Interpretation No. 9. the Lability for tax and
revenue anticipation notes outstanding at June 30. is displayed in the General Fund and oftset by a corresponding
asset recorded as “Due from Other Funds”. representing the pledged amounts set asidle in a separate repayment fund.

Source: County of San Diego. Comprehensive Financial Repart for the Year Ended June 30. 1992.
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' General Fund ‘
Lomparlson of Revenues, Expenditures and Fund Balances
Flscal Years 1987/88. - 1991/92

: (In Thousands )

Sources of Funds

Fund balances : B
Reserved for encumbrances $§ 22084 & 28455 $ 42526 3. 34373 S 38452
Unreserved o 131441 252000 - 32085 .. 41573 11.742

Taxes . . . 268 053 . 300811 - 328.6%1 358361 - 371,043

Licenses, permits & tnmcmse\ 14.906. . 17.848. . 17.149 . 18623 18471

Fines, forfeitures & penalties S 7972 . 7957 . 10253 . 12,293 12051

Use of money & property 15,572 17294 19831 17321 . 1R.598

Aid from other gov't agencies -~ 027354 732119 835404 980,780 1159202

Charges for current services ', ' 84.829 92426 .7 100,442 © 128359 12%.097

Other revenue 16272 9,942 93917 11.897 11979

Sale of fixed assets ' . N - o225 150 150

Oper:ting transfers-in (1) - e 2,132 7 1612 916 2672 . 10,568

Issuance of léase purchases (2) 26,494 44793 (24,862 = 3.745

Total sources 0 SLITI09  $1.278457 $1421,825 $1,606402  $1.784.697

Uses of Funds : ' ,

General ‘ _ $ 132,748 5 139350 5 153266 % 173606 3 173,217

Public protection - - < N 263973 289994 337.949 380,164 413,237

Public ways & facilities ‘ CL215 CL06s 7260 LY 1,139

Health & sanitation -~ .-~ " 155225 166,748 - 185.173 “218.2100 0 233,805

Public assistance 455,009 525.074 596.399 737.722 - R79.859

Education 218 . 235 223 262 291

Recreation & cultural services . - - " 4.687 - 5,056 - 5881 - 6209 6.229
Capital outlay _ e 26494 . - 44793 . 24862 R 3.745

Debtservice. | A 6.546 9.897 - 13,145 . 11.655 12,085

Operating lr’\nsterq-out(l) - leess 21529 0 27.891 C 27091 28,104

Contingency {3) | N , - - - ' - -

Total uses = . $1.062.769  $1.203.741 - $1.345‘515 5;1.556.(,)28 SLISLTNI

(1) “Operating transfers-in” consist primarily of funds transterred from the Accumuldted Cdpltdl Outlay Fund.
Sheriffs Asset Forfeiture Fund and Parkland Dedication Funds. “Operating transfers-out™ consist primarily of
transfers to the Accumulated Capital Outay Fund.

{(2) Beginning with Fiscal Year 1988/89, capitalized lease purchases included as general expenditures in prior years
were reclassified as capital outlay expenditures. Therefor, Fiscal Years prior to 1988/89 were restated o provide
comparability. Capitalized lease purchase for the year are treated as both a source and a use of funds consistent
with Statement 5 of the National Council on Governmental Accounting,

(3) “Contingency” is reflected in each year’s budget figures. but is transferred to fund balance at year-end.

Source: . County of San Diego Auditor and Controljer.




Annual Budget

The Board of Supervisors is required by State law to adopt a balanced annual budget no
later than August 30 of each year. The Board of Supervisors is further required to set tax rates by
September I in accordance with Artu,le XIII_A of the Cahfornld Constitution. See “Ad Valorem
Property Taxation™ above. P L : :

Fiscal Year 1992/93

The Fiscal Year 1992/93 adopted budget was based on an assumed 5.0% increase in
property tax revenue, and no available fund balance in the County’s General Fund on July 1,
1992. Approximately 44% of the revenues in the budget are funded by the State. - The adopted_
budget also assumed for Fiscal Year 1992/93 that State and Federal aid would total approximately-
$1 billion for health and welfare costs. The State passed its 1992/93 budget in September 1992;
one of the actions by the State Legislature to balance the 1992/93 State budget was to reduce tax
revenues previously allocated by State legislation to counties and transfer those revenues to public
schools throughout the State.  As a result of these actions by the, State, the County. lost
apprommately $18 million in property tax revenue, $6 million in trial court fundmg and $2 million. -
in State mandated and other program revenues. The necessary adjustment to. the 1992/93 budget:
was accomplished by a $12 million reduction in. salaries under what the County termed the
Integrated Leave Program and the remaining amount through across-the- board redut,uons to all :
departments. : : -

‘Since the budget must be in balance, any shortfall in revenues requires a reduution in
appropriations. No increase in the aggregate appropnatmm can be made after the final budget has.
been adopted, unless the County hax recewed wrltten n,ert1f1<,atmn of addmonal revenue from the-
sources of such revenue. R -

ln order to ensure that the budget remains in balance throughout the Fiscal Year, periodic
reviews are made covering actual receipts and expenditures. In the event of any shortfall in
projected revenue, immediate steps are taken to reduce appropriations. Appropriation reductions
would be achieved through a combination of hiring freezes, employee layotfs, and freezes on the.
purchase of equipment, services and suppliers.. California counties are not permitted by State law’
to impose fees to raise general revenue, but only to recover the costs of regulation or prov1s1or1 of
‘services. - The County Auditor and Controller is rcsponuble for momtormg and rcportlm_ .
expendltures within, budgeted 4ppropr1at10ns ( :
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The table which follows shows the County’s adopted budget for the 1991792 and 1992/93

Fiscal Years.

Adopted General Fund Budget ..

Fiscal Years 1991/92 - 1992/93
(In Thousands)

Source:  County of San Diego.

Fiscal Year 1993/94

9 i

1992/93

Appropriations o o |
General - $222,016 - $ 208,207
Public protection 404,605 407,446
Health & sanitation 228,917 234,049
Public assistance 844,454 886,693
Education 424 396
Recreation & (,ultural services - , 7,278 6.646
Total specific approptiations - ~$1,707,698 $1,743,437
Appropriations for Lontmgenmes & desxgnatlonb $ 10,681 _ $ 13,903 °
Total appropnatlons : . $1,728,379 .. $1,757,340
Est_lmated revenues : _ _
Current property taxes . $.332,400 $ 321,800
Taxes other than current property 58,121 53,745

~ Licenses & permits . : 20,401 20,629
Fines, forfeitures & pcnaltles 14:244 10,848
Use of money & property 18,322 16,342
Aid from other gov’t agencies 1,100,568 1,169,954
Charges.for current services - 133,312 140,160
Other revenues _ 17.375 21.321
Total estimated revenues "$1,694,743 $1,754,799
Other financing sources _ $ 2,732 $ 1,000
Estimated fund balance available 20,904 1,541
Total available financing

$1,757,340

The Governor’s proposed State budget for 1993-94 would shift about $2.6 billion in
property tax revenue from local agencies to school and community college districts. It is not clear
how much of this amount is proposed to be shifted from counties. At this time, the County is
unable to predict what form the final adopted State budget will take, but a balanced “baseline”
budget for 1993/94, based on.very preliminary worst case estimates is scheduled to be presented to
the Board of Supervisors in early June. This proposed budget anticipates a $34 million reduction
in property tax revenue and a $9.5 million decrease in trial court funding from the State. If this
budget is accepted by the Board of Supervisors in June, there will be significant across the board
reductions in most County service levels effective in early July. Proposals to allow counties to
clnmnate State mandated programs and to I'dlSB loual taxes are under consideration.
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Retirement Program

The employees retirement system of the County, established July 1, 1939 under provisions
of the County Employees’ Retirement Law of 1937, is a eont:rlbutory type plan covering
substantially all permanent employees. The plan is integrated with the federal Social Security -
System. For the Fiscal Year 1991/92, contributions to the retirement fund amounted to
approximately $94.5 million by the County and $5.4 million by employee members. All prior
services liabilities arising from services rendered prior to July 1, 1939, were fully funded by
June 30, -1965.  Subsequently the County has adopted a number of revisions to the retirement
system which have materially affected the liabilities and financing of the retirement fund. On
August 15, 1978, the County adopted a second tier to the retirement system providing a lower
contribution rate and reduced benefits to employees entering the system after October 1, 1978.
There are 3,397 current employee members in Tier I and 12, 587 current membels in T1e1 II as of
June 30, 1992 :

The retirement systern -operates on a Fiscal Year basis and has an actuarial valuation
prepared annually. At June 30, 1992, the date of the most recent actuarial valuation-report, the
actuarial accrued liability was $1.75 billion, of which $1.27 billion, or 72.9%, was funded. The
actuarially computed liabilities are based upon assumptions which make provisions for future
salary increases resulting from inflationary factors. Because of the large increase in County
contributions required when provisions for inflationary salary increases were first included in the
actuarial valuation (December 31, 1977), a five-year phase-in of this increase was initiated in
1978/79. Additional costs resulting from retiree health insurance and death benefits are paid on a
current basis from surplus investment earnings in the fund. For Fiscal Year 1981/82; as a result of
salary negotiations, the County implemented a plan to pay . fora port:on of the employees obllganon
for eontrlbunons to the retlrement system. :

Shown below are the County contributions to the retirement system,
Employer Contributions to Retirement System
Fiscal Years 1984/85 - 1992/93 _
1984/85 $45,925,182 1989/90  $65391658

- 1985/86 : 53,151,939 1990/91 - 78,046,026
1986/87 55,612,067 1991/92 o 92,482,653
1987/8% 62,296,148 1992/93 . 97,499,000

1988/89 58,787,592 1993/94 (1) 99.600,000

(1) Estimated.
Source: County of San Dxeuo Audxtor and Controller

Revisions to the retirement system. especially the cumulative inflationary effect of the cost
of living benefit formula, resulted in an unfunded actuarial accrued liability, which is being funded
over a 30-year period ending December 31. 2007. The unfunded.actuarial accrued liability at June
30, 1992 was.$474 million. The County’s. method for computing actual contributions (level
percentages), while actuarially sound, results in lower amounts bemg pald in earller years offset by
higher amounts to be contributed in later years. :

The book value of bonds held. by the employees retirement system was approxn‘ndtely

$314.8 million at June 30, 1992 and the estimated market value was $342.4 million. The market
value of stocks held as of June 30, 1992, was $752 million, and the cost was $660 million. The
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market value of real estate held at Juné 30, 1992 was $96 7 million and the cost was ‘Ll 12 8
mllhon Thc money market «.ash balance on }une ’%() 1992 was ‘{slx() million.

kisk Management

Currently the County participates in 4 joint insurance purchasing arrangement with the City
of San Diego, the San Diego Transit Commission and-the San Diego*Housing Commission,
pursuant to which the four entities purchase casualty (excluding earthquake) and rental intefruption
insurance from eight private insurers. Six of suchinsurers are currently rated “A” by A.M. Best,
one is curfently rated “B++" by A.M. Best and one is currently rated “B+” by A.M. Best. The
coverage, including rental interruption coverage, is subject to a limit of $100 million ($50 million -
in the case of flood) per occurrence and such Iimit is applicable to the damage to all facilities of all
~ the joint insureds resulting from such occurrence. The dcductlble under the pohues 1s $25,000 for -
coverdge other than flood.and $250 (}00 for ﬂood

The County self-funds for publu, liability, WOl‘kCI‘b compensation, false arrest, medical -
malpractice, errors and omissions and forgery. "Accordingly, estimated liabilities for claims filed or
to be filed for incidents which have occurred are included in the County’s budget. County officials
believe that the budgeted amounts, together with funds to be provided in the future, will be
adequate to-meet all self-insured claims for property, general liability, medical maipra«,m,e and
workers’ compensatlon claims as they come-due. In case of a catastrophic event, however, no
assurance can be given that such budgeted amounts and funds w1ll be adequate to meet all self-
1murecl claims that w1ll bet,ome payable by the County '

County of San Diego Employees

The following table lists the number of County employees for the years 1983 - 1992,

Total Employees

As of :

June 30 Total
1983 11,288
1984 ' : 11,609
1985 11,946

. 1986 _ © 12,835
1987 13,328
1988 . . 14,281
1989 - 15,057
1990 16,607
1991 17,150
1992 17,022

Source:County of San Diego Auditor and Controller.

County employees are represented by nine unions representing 21 bargaining units. The
unions represent approximately 85% of County employees and include the San Diego County
Employee’s Association; San Diego County Deputy Sheriffs Association; Social Services Union,
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Local 535, SEIU AFL-CIO; Deputy District Attorneys’ Association; San Diego County Probauon
Association; District Attorney Investigators” Association; . the Service Employees International
Union, Local 102, AFL-CIO and CLC; and the American Federation of State, County and
Municipal Employees, Council 36, AFL-CIO, Local 3500; and the Deputy County Counse
Association.

Negotiations for agreements extending through June 1994 have been completed, with five
employee unions and contracts adopted covering 13,000 employees. Another two unions covering
1,700 employees- have agreed to-extended agreements through June 30, 1995 with a 4.5% salary
increase in Fiscal Year 1994/95 (effective July 8, 1994). One union is still negotiating, with
agreement expected by June 30, 1993, These pending negotlauons COVET an dddltlonal 250
employees The remainder of all employees are unrepresented : o

In the budget for Faxeal Year 1992/93. the Coum:y hd\ not meluded any \dld]‘y or beneht
increases. No increases are anticipated during Fiscal Year 1993/94. Agreements negotiated with
all County employees, whether union. represented or unrepresented, include the use of the
Integrated Leave Program or a wage cost reduction plan, both of which reduce wage costs for the
1992/93 and the 1993/94 Fiscal Years. These reductions are estimated to save the. County
approximately $12,000,000 in each of such two Fiscal Years. : .

The Servu,e Emp]oyees Internanonal Union (the “SEIU™) ha% ﬁled suzt agambt the County
in the San Diego Superior Court seeking to invalidate the Integrated Leave Program and grant
employees represented by San Diego County Employee’s Association, Social Services Union,
Local 535, SEIU, County Probation Association and the Service Employ_ees International Union,
Local 102, an across-the-board 4.5% wage increase. The County believes that there is a low
probability of the Union prevailing in this matter.
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General Obligation Débt, 'L‘e‘a’sé (')‘bligatiohs ’ah'd“LIOn'g-‘Térrﬁ "Ldans

The County has no outstandmg genera] obhgatxon bonds Starting with the financing of the
El Cajon Administrative Building in 1955, the County has made use of various lease arrangements
with joint powers authorities, a nonprofit corporation, the County Employees Retirement
Association, a redevelopment agency and private parties to finance ua.pltal project needs. Under
these arrangements, the financing entity usually constructs or acquires capital assets with the
proceeds of lease revenue bonds or certificates of partlupanon and then leds% the asset or dssets to
the County.

A summary of the Co__u_nty’s lease rental-obligations is set forth below. . . '

Long-term Lease Obligations
- As of April 12, 1993 =

(In. Thousands)
~Original B
Obligation " "Annual Base =
| Issue  Rental 1992/93* .
Joint Powers Authorities U $145180 L $7.631
Redevelopment Agency ‘ ~ 51,000 . N
Non-Profit Corporation -~ - - 202,553 S 19,028
Private Partics - " 25.430 ' S 2070
Total” $424,163 O $29436

*The delivery of the Certificatesis reflected in the 1992/93 annual base rental which would aggreg’tte %36 6 lmlllon
without such refunding,

Source:  County of San Diego Auditor and Controlier.

A summary of general fund long-term obligations payable from the ‘general fund 18,
presented as follows. _
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- Summary of General Long-term Obligations
Payable from the General Fund
‘As of June 30, 1992
(In Thousands)

Final oo
Interest Maturity ~Onginal - Amount
) Rate . Dae. . Amoom Qutstanding
Lease Revenue Bonds/Certificates of Partici ‘
El Cajon-San Diego County Civic Center Authority .
Lease Revenve Retunding Bonds issued September 1986(2)  4.50-6.85% 2007 .8 61.665 % 53.260
Vista-County of San Diego Building Authority ‘
Certificates of Participation issued April 1987(3) 5.00-7.875 2007 28380 24,495
San Diego County Capital Asset Leaxing Corporation
(SANCAL) :
1984 Seriex A Leasehold Revenue Bonds issued . - _ :
September 1984 o 7.00-10.0 1993 11,825 . 2,710
1986 Refunding Leasehold Revenue Bonds : o ‘
1ssued December 1986(2) 4,00-6.75 2010 29.170 26.485
1987 Series A Leasehold Revenue Bonds
tssued May 1987 . 4.75-6.20 1995 10.300 3.800
1989 Leaschold Revenue Bonds -
issued March 1989(2) 6.25-7.50 2009 20,790 14,200
1989 Certificates of Participation
tssued November 1989 6.20-7.10 2010 24,433 23.453
1989 Certificates of Participation ' Co :
issued December 1989(2) ' 6.10-6.80 2011 19,605 19090
1991 Series A Certificates of Participation _ o
1sstied April 1991(2) : 5.25-7.00 2012 40.745 40.745
1991 Certificates of Participation o '
issued September 1991 : 4.80-6.50 2007 38,045 38.045

Total Lease Revenue Bonds/Certificates of .
b} s 1 N . . . . . Lo
Participation o . L. 3284958 $246.483
Capitalized [ eases

Chula Vista Redevelopment Agency Regional Center : o - : S
Lease beginning July 1979(2) 6.06)-6.70% 12007 51.000 40.120

San Diego Regional Building Autherity Lease
beginning October 1991 ' 4.60-7.45 2019 46,963 46.965
Other capitalized leases with various beginning dates ' _
from November 1964 to present 6.45-14.10 1993.-2020 24,982 11.799
Total Capitalized Leases - ' $122.947  $98.884
Total $407.905 $345.367
Accumulated unpaid employee leave benefits $51.855
Claims & judgments 40.506
Accrued pension contributions $147.042
Total Long-Term Debt _ 3584770

Source: County of San Diego Audited Financial Statements,

(1) In October 1992, $10.465.000 in Certificates of Participation were executed and delivered through the San Diego
Regional Building Authority to finance the construction of a facility for the treatment of abused children. In March 1993.
$7.640,000 in Certificates of Participation were executed and delivered through SANCAL to finance a variety of County
capital projects. The County anticipates that within the next three months the San Diego Regiona) Building Authority wil]
issue approximately $75.000.000 of Lease Revenue Ronds to finance the new courthouse and justice facilities. All such
issues are payable from the General Fund

(2) The proceeds of the Centificates of Participation deseribed in the Official Statement to which this APPENDIX B is
appended. together with other available funds, will be used to defease all of these Lease Revenue Bonds/Certificates of
Participation and Capitalized Lease.

3) In March 1993, the Vista - County of San Diego Building Authority issued $26.085.000 in Certificates of
Participation that defeased these Certificates of Participation. '
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Short Term Borrowings

The County issued $260,000,000 and $1060.000,000 of Tax and Revenue Anticipation
Notes on July 1, 1992 and July 30, 1992, respectively. ‘The 1992 Tax and Revenue Anticipation
Notes are scheduled to mature on July 30,1993, The County expects to issue approximately
$350,000,000 of tax-exempt and $500,000,000 of taxable Tax and Revenue Anticipation Notes on
or about July 1, 1993, . ' : B ‘

Direct and Overlapping Debt

The County contains numerous municipalities, school districts and Special purpose districts
such as water districts, all of which have issued general obligation bonds.  Set forth below is a
direct and overlapping debt report (the *“Debt Report™) prepared by California Municipal Statistics,
Inc. and dated February.1, 1993.. The Debt Report is included for general information purposes
only. The County has not reviewed the Debt Report for completeness or accuracy and makes no .
Tepresentations in connection therewith. S ; :

- The Debt Report generally includes long term obligations sold in the public credit markets
by public agencies whose boundaries overlap the boundaries of the ‘County in whole or in part.
Such long term obligations generally are not payable from revenues of the County (except as
indicated) nor are they necessarily obligations secured by land within the County. In many cases
long term obligations issued by a public agency are payable only from the general fund or other
revenues of such public agency. ' o o S
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Direct and Qverlapping Bonded Debt:‘
As of May 1, 1993

1992/‘-)3 Assessed Valuatioh:. $l’%7 26% 578 267 (after df:dm,unU ‘57 113,192,379 redevetopmenr
- . _ mcremental valuation; uu,luclea umtary utﬂ;ty valuatlun)

DIRECT AND OVERLAPPING BONDED DEBT % pplxcabl Debt 5/1/93
San Diego County General Fund Obligations ' 0 % $339.248.000
San Diego County Superintendent of Schools Certificates of Pdmupatlon 100 ©4R5500
Metropolitan Water District 15854 105.581.298
San Diego County Water Authority 104} 14,920,000
Community College District Certificates.of Participaion: . - 100 200.335,000
San Diego Unified School District, Bmldmﬂ Corporation = © L o
and Cel‘lltlt,dlt:\ of Participation o : T - 233.605.000
Other Unified School Districts and Certificates of Ptmlup.umn o 100 : 50,203,226
High School Districts' and Certificates of Participation ’ 100 33.995.190
School Districts snd Certificates of Participation R CH0 ' 85,463,559
Otay Municipal Water District and Improvement Districts e - HI0 21,420,000
Other-Municipal Water Dl\l,l‘lbl\ 100 44 937,000
City of San Diego e 100 26.040,000
City of San Diego General Fund Ohllgatmns S _ . 100 121.545.000
City of Escondido and General Fund Obhgamm\ AR _ o 88.010.947
Other Cities ‘ : _ PR ) 10 6.495.000
_Other City General Fund Ohh gations PR : 100 243,650,000
San Diego Unified Port District ‘ h ~ 0 : 2,160,000
San Diego Open Space Park Facilities District 100 : 66,885.000
Hospital Districts and Hospital Authorities 100 19,990,000
ater. County Water and Irrigation Districts ' 100 18.199.000
Cominunity Facilities Districts : : C100 234 470,000
Other Special Districts o 100 21.,798.000
1915 Act Bonds (Estimated) 100 : 258 761 748
TOTAL GROSS DIRECT AND OVERLAPPING BONDED DEBT _ -$2.058.198.468(1)
Less:  San Diego Unified Port District ( 1{0% self-supporting) ~ 2,160,000
San Diego Open Space Park Facilities District #1
(100% self-supporting) 66 885,000
City of Escondido Lease Revenue Bonds (100% self-supporting
from tax increment revenues) . 41.000.000
Other self-supporting. bonds 28.251.250

TOTAL NET DIRECT AND OVERLAPPING BONDED DEBT CSEOI9902. 218

(1} Excludes tax and revenue anticipation notes, revenue mortgage revenue and tax allocation bonds and non-
bonded capital lease obligations.

Ratios 1o Assessed_Valuation:

DHIECT DB oot ettt v e r e e (.259.

Total Gross Debl o e renens 1.50%

Total Nel Deblo e eeceiirviscciesss s sreeins 1.404 ,

STATE SCHOOL BUILDING AID REPAYABLE AS OF 6/30/92: $33.874.348

Source: California Municipal Statistics. Inc.

B-14 .




APPENDIX C

COUNTY OF SAN DIEGO AUDITED FINANCIAL STATEMENTS FOR FISCAL
‘ YEAR ENDED JUNE 30, 1992




(THIS PAGE INTENTIONALLY LEFT BLANK) -




TR et Marwick

750 B Street
San Diego, CA 92101

Independent Auditors' Report

The HBonorable Board of Supervisors
of the County of San Diego:

We have audited the general purpose financial statements of . the County of
San Diego as of and for the year ended June 30, 1992, as listed in the
accompanying table of contents. These general purpose financial statements
are the respomsibility of the Coumnty's management. Our responsibility is to
express an opinion on these general purpose financial statements based on our
audit. ‘

We conducted our audit in accordance with _generally accepted auditing
standards. Those standards require that we plan and perform the audit to
obtain reasomable assurance about whether the general purpose financial
statements are free of material misstatement. An audit inciudes examining, on
2 test basis, evidence supporting the amounts and. disclosures in the general
purpose financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our apinion.

In our opinion, the general purpose financial statements  referred to above
present fairly, in all material respects, the financial position of the County
of San Diego as of Jume 30, 1992, the results of its operations and the cash
flows of its proprietary fund types for the year then ended in conformity with
generally accepted accounting principles. .

Our audit was made for the purpose "of forming an opinion on the general
purpose financial ~statements taken as a whole. The combining, individual
fund, and account group financial statements and schedules 1listed in the
accompanying table of contents are presented for purposes of "additional
analysis and. are not a required part of the genera.].%;\pu':.-’pose financial
. statements of the County of San Diegoe. Such information haf‘é been subjected to
the auditing procedures applied in the audit of the general purpose financial
statements and, in our opinion, is fairly stated in all material respects in
relation to the general purpose financial statements taken as a whole. :

KPMG Pect Hormak

Dctober 16, 1992

Kyrvelc Peat Marwack Toorceier
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 FINANCIAL REPORT OF SAN DIEGO COUNTY

COMBINED BALANCE SHEET
ALL FUND TYPES AND ACCOUNT GROUPS

June 30, 1992
With Conparative Figures for Jure 30, 1991
{In Thousands) . : .
GOVERNMENTAL FUND TYPES
SPECIAL "~ CAPITAL
ASSETS AND OTHER DEBITS GENERAL  REVEMUE  SERVICE PROJECTS
Equity in Péoled Cash and lInvestrents $ 11,347 51,827 - 1,013 16,482
tash with Fiscal Agent . 759 21,130 17.572
Collections in Transit . 685 200
Joprest Cash - . ) 147 o é
Investments, -8t Amortized Cost S : ) ST
Taxes Receivable ) 49,289 . 07
Accounts and Notes Receivable, Net ) o 80,472 . 7.8 .. .. A3 .. 5,940
prepaid Expenses :
pue from Other Funds . 24 . 3,78 P~ S 6,141
Due from Other Funds - Loans 587 157 : 1
Inventory of Material and Supplies ©,351 2,037
Deposits with Others _— 15 WS o T 3,438
Fizned Assets, Ket ' . )
Amoant Available in Debt Service Funds -
Amount to be Provided for Retirement of
Gererat Long-Term Debt
Total Assets and Other Debits o 3402329 | 6L853. 3438 49,784
LIABILITIES, EQUITY AND OTHER CREDITS
Liabilities:
Accounts Payable $ 25,814 1.916 4,140
Accrued Payroll : n,734 1,861 - : o
Accrued Interest '
Amcunt Due for Tax and Revenue Anticipation Notes 216,080
Due to Other Funds 7,081 4,323 1,094 9,965
Obligation Under Reverse Repurchase Agreements 596 2,720 578 as2
Due to Other Funds - Loans : - 1,77 ) 7,458
ARcunts Payable to Grantor Agency
Amcunt Due Cnployees for Deferred Compensation
peferred Property Tax Reverue . 45,346 650
Other Deferred Revenue 35,796 1,518 : 3,75
1ax Collections Due to Other Goverrmentat Entities :
Agency Funds Held for Other Severnmental -Entities
Long-Term Debt Payable ’
Total Liabilities 357,447 14,705 1,672 26,181
Equity and Other Credits
Investment in General Fixed Assets
contributed Capital
Retained Earnings:
Reserved for Revenue Bond Restrictions
Reserved for Landfill Closure
Reserved for NCRRA Agreement
- Unreserved :
Ffund Balances:
Reserved for Encumbrances 26,2839 11,066 8%
Reserved for Loans . 3,093 6,781 =1
Reserved for Deposits with Others 15 -3 :
Reserved for Inventory of Material and Supplies 9.351 787
Reserved for Debt Service 32,400
Reserved for Retirements i
tUnreserved: -
Designated for Subsequent Years' Experciitures 4,272 i :
Undesignated ‘ 1,912 34,069 &6 23,263
Total Equity and Other Credits &6, 882 52,748 32,666 3,603
Total Liabilities, Equity and Other Credits $402,329 &7 453 34,138 49,784

|
|

See Notes to Financial Statements C-4




- FINANCIAL REPCRY OF SAM DIEGD COUNTY

_COMBINED BALANCE SHEET

dune 30, 1992
With l:uparatwe F:gurs for June 30, 1991
(n 'l'hwsands
STATEMENT 1A
o FIBCIARY : TOTALS
PROPRIETARY FUMD TYPES FUND_TYPES e ACCOUNT GROUPS CMEMORAMDUM ONLY)
] INTERNAL TRUST AND GENERAL FIXED GENERAL
ENTERPRISE . = SERVICE ‘ ASENCY : ASSETS LONG-TERM DEBT 1992 o
&,81 16,634 C2,m8,56 ‘ ' 2,899,665 2,363,648
65,989 105,450 109,613
632 52 12,648 14,218 15,522
10 200 70
1,088,598 1,088,558 921,205
&58 120,250 170,914 126,538
5,399 2 101,460 181,132 196,693
2,76 1,057 50,979 337,075 276,684
7,043 1,522 9,560 2,836
151 2,159 13,698 12,478
45 R _ - 3,867 & k27
78,647 12,881 38 850,449 - 942,015 - -858,169
) 32,466 : 32,466 30,464
— 552,306 552,306 535,502
173,781 34,507 4,148,603 850,445 58,770 6,351,816 - 5,464 027
5,463 29 126,104 - 162,333 63,955
‘516 : 34,11 29,650
12 12 13
S C : L : 210,080 190,052
1,305 L. 8% T 312,493 - . 337,075 276,584
4,401 873 142,192 . L 152,222 173,27
. &o .on 358 . 9,560 2,886
1,007 1,007 ]
79,141 79,1461 66,381
‘ . : 45,996 37,798
3,957 - T 12 46,039 8,001 .
: : 175,979 175,979 142,39
: o 2,102,664 L 2,102,664 . 1,664,231
1,907 : 584,770 509 677 sr;,m
31,628 2,583 2,936 910 584,770 3,955 896 3,751,381
R . 850,449 . ' _ 850,449 782,746,
39,561 L 16,101 ) ‘ 53,662 53,656
Lo o s 17,909
8,655
10,000 : 10,000 .
98,592 . w7.Exm - : : 116,415 97,569
' 37,3% 52,39
10,125 9,227
69 N
19,138 2,780
' . : . - 52,450 : 2,759
1,211,693 . 1,211,693 - 1,072,026 .
4,272 5,717
—— — 59,301 —56, 330
es 153 31,924 L6 850 449 2,395,918 2,232,648
M 34,507 'Litfa,g.os 850,449 584 770 5,351,816 5,464 007

See Notes to Finarcial Statements _‘ . C-5




FIMANCIAL REPORT OF. SAN DIEGO COUNTY

COMBINED STATEMENT OF REVENUES, EXPENDITURES AMD CHANGES IN FUND BALANCES
' Year Ended June 30, 1992
With Comparative Figures for Year Ended June 30, 1991

{In Thousands) :
STATEMENT 1B
R . SPECIAL - - DEBT - CAPITAL ~ TOTALS
GEMERAL REVENUE SERVICE PROJECTS CMEMORAROLIM_ONLY)
FUND FLIDS RMDS - - - FUNS j 1992 1991 -
Revenues: ) ' .
Taxes $ 371,063 15,993 o &1 - 389,136 373,132
Licenses, Permits, and Franchises 18,47 8,426 L 25,897 26,097
Fines, Forfeitures, and Penalties 12,081 3,082 co s 1,219 22,352 21,97
Reverwie from Use of Noney and e : e
Property ) 18,598 4,809 2,978 . 2,401 . 28,786 28,639
Aid from Other Goverrmental o oo
Agencies - State - 731,055 8,17 13,92 - IB,76 667,298
Aid from Other Goverrmental B .
Agencies - Federal 420,689 34,938 ! - 455,918 389,504
Aid from Other Governmental = | :
Agencies -~ Other - : 7,458 5,763 ane . %113 13,026
charges for Current Services 128,697 2,75 801 152,223 167,465
Other Revere 11,979 1,031 F3 13,035 13,343
Total Revenues 1,720,061 130,484 2,978 271 1,881,204 1,681,321
Expendi tures:
Current:
general 73,217 39,402 . 212,619 200,288
hublic Protection 413,237 4,361 Co ’ “e ET,598 383,632
Public days and Facilities 1.139 63,974 65,113 57,7
Health and Sanitstion 233,805 13,051 246,856 228,617
Public Assistance 877,859 ] 879,859 3T
. Eckiestion : 3| 9,257 - 9,548 9,651
Recreational and Cultural 6,229 280 . : - 6,509 6,481
Capital Outlay ’ 3,75 77,99 81,739 81,315
Debt Service . 12,085 27,640 39,725 . 3635
" Yotal Expenditures 1,723,607 130,325 27,640 %% 1,950,566 1,761.86
Excess of Reverwes Over R -
(Under) Expenditures (3,556) 159 (26,662) - (58,273 (78 342y __ {60 543)
Other Financing Sources (Uses): T )
sale of Fixed Assets . - 150 3 s . . Gl 6Tk
Issuance of Lease Purchases 3,745 - 3,745 )
Operating Transfers In 10,558 23,710 30,925 43,632 108,835 103,232
Operating Transfers (Out) : (28,1064) 25,6733 %,213) (50,845 €102,835) (101,89
- tontribution from Property Quners - 25,81 F '
Long-Term Debt Proceeds 448 . 3r,086 37,532 40,337
Transfers to Escrow Agent . (3] (48) - {37,088 37,136
Total Cther Financing o N
- Sources (Uses) L CIBE1 [(1L49) 26,664 19,081 __30,608 _ 62,404
" Excess of Revenues Over (Under) )
Expenditures and Dther : - ) »
Firancing Scurces (Uses) (17,207 {1,337y 2,002 (31,192) 47,734y (18,139}
Fund Balances - Begimning of Year 0,656 54,156 30,464 54,795 200,075 . 217,059
Residual Equity. Transfers - . R :
From {(To) Other Funds 3 . 3y ‘ -4-
- Increase (Decrease) in:
Reserve for Inventory of . : ‘ . R e
Material and Supplies 1,420 I (-5 I _ U - A8
Fud Botances - End of Year | S_LA8E  S2,m  ZRU I R - R - X 13

See Notes to ‘Fimncial. Statements C-6




FINANCIAL REPORT OF SAN DIEGO COUNTY

CUIBINED s‘malslrr OF REVERES, EXPENDITURES AND CHANGES IR FUND BALANCES
. . BUDGET - AND m {BLDGETARY BAS!S)
- ALL GOVERNMENTAL FUmt TYPES .
'!ear Ended June 30, 1992

(ln Thousalt) -
STATEMENT 1C
BENERAL FUMD .
" ACTUAL VAR ANCE
BUDGETARY . FAVORABLE
BASIS . BUDGET (UNFAVORABLE)
Revenues: o '
Tares : $ 3IN,043 o 390,621 €19,578)
Licenses, Perniits, and Franchises 18,671-- : 1,207 2,736
Fines, Forfeitures, and Penalties 12,051 17,008 (4,957
Reverwe from Use of Money and Preperty : 18,598 18,410 188
‘Aid from Other Goverrmental . - S oo
Agencies - State 731,055 . 762,142 (31,080
Aid fram Other Soverrmental , L B
Agencies - Federst ' ) 420,689 419,260 1,648
Aid from Other Goverrmental . , : - :
Agencies - Other 7,458 . 8,853 . - (3,405)
Charges for Current Services - 128,697 . 145,468 {16,770
Other l!eveme ) S : R L /. 13,820 L1841
~ Total Reverues R 1,720,061 1,796,779 (26,738
Current: :
General : 179,657 208,966 29,309
Public Protection 420,980 434,847 13,867
Public Ways and Facnht:es 1,113 1,739 ‘626 -
Health and Sanitation . ) 261,386 258,547 27,181 -
Public Assistance o 882,247 - . 909,545 7,299 -
Education . ] 299 2
Recreational and Cultural . 6,386 7,257 &1
Capital Outlay g : : : i .
Debt Service o 12,088 12,300 21
Total Expenditures - C izms L8351 2,366
Excess of Reverues Over -~ . '
(Under) Expenditures ¢2¢,108) (46, 732) 2,628
Other Finaneing Sources (Uses): = o -
Sale of Fixed Assets 150 150 =0~
Cperating Transfers In ) 16,558 10,851 (283)
Operating Transfers (Out) L : €30,060) (30,758) 698
Contritution from Property Mrs v '
Long*Term Debt Proceeds
Tetal Other Financing ’
. Sources {Uses) £19,362) (19,750 415
" Excess of Revenues Over (Under) o '
Expenditures and Other ) . : : v o
Financing Sources (Uses) ) (43,448) (66,489) 23,043
Fud Balances - Beginning of Year 60,656 60,666 -g-
Residual Equity Transfers . : ‘ ‘ e
from (To)} Other Funds . 3 -3
Increase (Decrease) in: o
Reserve fer Inventory of ]
Material and Supplies 1,420 1,420
Fund Balances - Exd of Year S s 18,603 (5,223 26,068

See Notes to Firancial stata-nents ) Cc-7
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FINANCIAL REPORT OF SAN DIEGO .COUNTY

COMBINED S‘TATEiEN‘I' oF REVEW.ES mmmm ms ls m BM.AHCES
BUDGET AND ACTUAL : (BUDGETARY BASES)
ALL GOVERNMENTAL FUND TYPES
Year Ended June 30, 1992

(In Thousands)
STATEMENT 1€ (continued)
SPECIAL REVENUE FLNDS
ACTUAL ON © WARIANCE
SUDGETARY . FAVORASLE
BASIS BUDGET {UNFAVORABLEY
. Texes ; $ 15,993 ‘ C 38,216 T {20,223 -
Licenses, Permits, and Francluses 8,425 . L XA ' . 01,043y -
fines, Forfeitures, and Penalties I,082 - 8,310 - (2,228
Revenue from Use of Koney and !’roperty 4,776 . 4,059 C : S L4
Aid from Other Governmental - oo ) T g
Agencies - State BNt : 36,683 ST “E o {2, T06)
Aid from Other Goverrmental . EE . .
Agencies - Federal - 34,538 56,030 : oo (21,002)
Aid from Other Soversmental S L - .
Agencies - Other ! 5,763 5015 - . ) B
Charges for Current Semcs o : 22,75 31,986 - {9,261)
Other Revenue 1,031 2,616 : {1,585)
TJotal Revenues 138,451 187,124 i (56,673)
" Expenditures: .
Currerts - ;
General 38,986 63,37 -2, 341
Public Protectlm ’ 4,665 - 8,2% . 3,549
Public Hays and Faclhtls 70,396 - 107,499 37,103
Health and Sanitation 14,308 . 16,542 2,654
Public Assistance o ]
Education 9,301 10,064 783
Recreational and Cultural 303 10,054 9,749
Capital Outlay
Debt Service :
Tatal Expenditures 137,961 216,100 78,139

Excess of Revenues Over

(Under) Experditures 25100 e S . 21,666
Other financing Seurces (uSs).
Sale of Fixed Assets R 3 =
Operating Trensfers In 4,667 g 4,433 . S e
Operating Transfers (Out) N N ep) Qom0 1,300
Contribution from Property Ouners L DR T s
Long-Term Debt Proceeds
‘Total Other Financing : ) DR .
Sources {Uses) ’ _ (5,307 {6,666y 1,

Excess of Revenues Over (Under)
Financing Sources (lUses) 12,817 . £35,620) . o 2,503

fund Balances - Beginning of Year : 53,726 ‘ 53,724 - .0s
Residuel Equity Transfers - - I
From (To) Other Funds @ EEE. )

Increase (Decrease} in:
Reserve for Inventory of

Material and Suppties 162y
fund Balances - End of Year : sso e 18,304 2,738

See Notes to Financial Statements C38 " comtinued on next page




" FINANCIAL REPORT OF SAN DIEGO COLNTY:

COMBINED STATEMENT OF I!EVEIRES -EXPENDITURES AND CRANGES IN FUND BALANCES
/BUDGET -AKD .ACTUAL (BUDGETARY BASIS)
ALL GOVERNMENTAL FUND TYPES
Year Ended June 30, 1992

{1n Thousands)
STATEMENY 1€ (continued)
CAPIYAL PROJECT FIWDS
ACTUAL ON - VARIANCE
. BUDGETARY FAVORABLE
: 8aS1s BUDGEY (UNFAVORABLE )
Reverues: . ‘ ’

Taxes: - - R $ 2,100 1,265 {9, 165) :
Licenses, Pemtts, and Franchises = . . e - D :
Fines, Forfeitures, and Penalties . 7,219 13,073 - - : : €5, 854)
Rmfmmﬁlmuﬁmrty B <] ] o 80 - o
Aid from Other Governmentat . ) S B .

Agencies - State ) C13,992 37,79 (23,802)
Aid from Other Goverrmental o ' : -

Agercies - Faderal : . 4 I 1,953 R €1,662)
Aid from Other Goverrmental S ;

Agencies - Dther R ) g 5,666 ‘ - (&, 774)
Charges for Current Services RN B ) B 7,008 . €6,200) -
Other Reverwe o 25 : 197 . L T2

Total Revenues : o . 26,350 77,036 S. ¢ 450,886

Expendi tures:
Current:

General

Public Protection

Public Ways and Fecilities -

Health and Sanitation

Public Assistance

Ecucation _

Recreationat and Cultural s e : . o L
Capital Qutiay R i 76,640 151,236 . Th,S9%
Bebt Service . L SRR . o

Total Expenditures e 76,660 . omLze o 7a5%

Excess of Revenues Over ] o

_ Cunder) tixpenditures C (50,490 76,2000 < ]
Other Financing Sources (Uses): :
Sale of Fixed Assets 473 _ 37 136
Operating Transfers In . 40,087 _ 62,208 - (2,121
Operating Transfers (Out) T (28,293» {28,306y - - . - 13
Comtribution from Property (‘M\ers S, 821 S 25,821
Long-Term Debt Proceeds 7 o 6,890 : _ £6,8903
Total gther Fmancmg . : : -
Sms Cses) o 38,088 : i &1,.129 : 3,041
.Excess of ‘Revenyes Ovér (Under) . .
Expenditures and Other - ' : Do
Financing Sources (Uses) | - T €12,402) . (33,0M) - - 20,669
Fund Batances - Beginning of Year . - - 8,301 8,301 o -0-
Residual Equity Transfers ' o :

From (To) Qther Funds
Ircrease (Decrease) in:

keserve for Inventory of .

Ha;_er-ial and Supplies - ———
Fund Balances - End of Year $(4,10%> {24,770 - 20,659

See Notes to Financial Statesents Cc9 . Continued on next page
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S

MIHED'-STKTQEHY‘ OF: REVENUES, EXPENDITURES -w:mﬁs IN FAND BALANCES
.- BUDGET - AND "ACTUAL (BUDCETARY  BASISY - .
~ALL" GOVERNMENTAL  FUND TYPES
“Year Ended June 303, 1992

“(In Thousamis)
STATEMENT 1C {contitued)
TOTALS
{MEMORANDUN ONLY )
ACTUAL OX ' VARIANCE
BUDGETARY FAVORABLE
BASIS , SUDGET CUNFAVORASLE
. Revenues: . . , o
Taxes . L $ 389,135 438,102 . 48,968y
Licenses, Permits, and Franchises 26,897 30,67 - R & W (o) ]
Fines, Forfeitures, and Penalties 2,352 I R ¢ < .
Reverne from Use of Money and’Property 24,204 2,564 o 1,655
Aid from Other Govermmental _ B T e
Agencies - State LT 778,764 : 36,359 ) (57,595
Aid from Other Goverrmental - S o
. Agencies - Federal - 455,918 &77, 23 . o £21,305)
Aid from Other Goverrmental _ . : ’ : e : _
-Agencies - Other _ St - 16,113 19,566 S €5,431)
Charges for Current Services o 152,225 184,462 ‘ (32,839
Other Reverwe c —33,0%5 16,633 . (3,568)
»* Total Revenues pol 1,876,662 2,060,939 " CI8L, 297
Expendi tures:
Current:
General . 218,643 272,293 53,650
Pblic Protection 425,645 443,061 17,416
public Ways and Facilities 71,509 109,238 37,79
Heatth and Sanitation 255,694 _ . 285,489 29,55
Public Assistance 882,247 900,546 .
Ecucation 9,592 10,363
wecreational and Cultural o 6,691 17,50 10,630
Capital Outlay N 76,648 . 151,236 7,596
Debt Service . : 12,088 12,300 215
Total Expenditures 1958748 2,210,847 2301
Excess of Reverwes Qver L - .
' (Under) Expenditures .. . (82,104 (149, 908) 57,804
Other Financing Sources (Uses): _ ' '
Sale of Fixed Assets S Gl 487 159
operating Transfers In 55,102 . 7,492 _ om0
operating Transfers (Out) S 68,130y (70,441 L 2,01
contribution from Property Owners . =821 : T ) T 25,82Y
Long-Term Debt Proceeds Sl &, 300 © (8, 890y
Total Other Financing - o ' : : v
. Sourges (lises) E 13,439 T ~L1.289)
Excess of Revenues Over (Under) ; o
financing Sources (Uses) - - ° (68,685) (135,180 - A 66,515
Fund Balances  Beginning of Year | . 122,691 122,60 -0-
Residual Equity Transfers ) o )
From (7o) Other Funds _ -0- . -0- - =0~
Increase (Decrease) in: L
Reserve for Inventory of ' - L
- Material and Supplies . . 4.358 1338
Fund Balances - Erd of Year 0. s sS3st (12,489 67,873

See Wotes to Finaricial Statements - ) C-10
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COMBINED. STATEMENT OF REVENUES, EXPENSES
AND CHANGES .IN RETAINED EARNINGS/FUND BALANCE
.+ ALL PROPRIETARY FUND TYPES AND SIMILAR TRUST. FUND
' . Year Ended June 30, 1992'
With Comparative Figures for Year Ended June 30, 1591

See Notes to Financial Stateméents

¢In Thousands)
o STATENENT 10
PROPRIETARY FIDUCIARY
FUND TYPES FLMD TYPE
. TOTALS
e INTERNAL . PENSION CMEMORANDUM ONLY )
. ENTERPRISE SERVILE TRUST 1992 1951
Operating Revenuess I 3
Charges for Services $ 66,511 28,471 84,982 89,615
Investrent Income ‘ 2166 121,166 90,029
Contributions _selots 99819 | __ B4.0ds
. Total Operating Revenues - 5,511 28,471 206 316,047 - 263600
Opecating Expenses: ' S o
Salaries 10,634 1,667 12,081 9,37
Senefit Payments ' L 65,047 66,047 . 60,972
Cost of Materials _ o 19,465 T 19,465 L 2,0%
Repairs and Maintenance 65,658 3,301 10,659 10,354
Fuel . 1 "B 935
Equipment Rental 2,290 2,290 . 1,452 .
Seuage Processing 1,866 1,866 e
Contracted Services 33,340 33,340 20,666
Depreciation 2,975 1,750 . 4,725 - 3,539
Utilities _ 4 L 2% =3
Other : 16,234 3,059 X 3 AST 2,98
Total Operating Expenses - 76,231 22,806 B398 186,435 156,012
Operating Income (Loss) - (7,720 . 139,667 | _ 13,612 . _WT67
Nonoperating Revenues: o . S L
interest .- . . 7,078 1,346 8,426 8,872 -
Taxes L .47 v &7 49
Srants _ 534 634 . 3k
Gain on Disposal of Equipment 1
Qther . . : 1,474 __ 1,676 568
Total Nonogerating Reversms 9,233 1,386 . _10,57%. __108%
Nonoperating Expunses: S ' 5
Interest on Long-Term Debt - 3 ; 31 34
Less on Disposal of Equipment . . 2 70 7R 332
Other _ : 33 189 515 . 538
Total Nonoperating Expenses 359 359 718 1306
Nonoperating Income (Loss) 8,874 987 9. 861 9,530 .
Inceme (Loss) Before Operating Transfer 1,154 &2 139,667 141,63 _ 117,208
Operating Transfer (Out) R _ (1,395)
Net income (Loss) : 1,156 &2 . 139,667 W1,4T3 15,815
Depreciation on Grant Funded Fixed Assets &78 ' % 16
Increase (Decrease) in Retained Earnings 1,630 ‘ 52 . . 139,667 141,949 116,88
Retained Earnings/fund Balance - _ L :
8egimning Balance ' 105,962 1_7‘171 1,072,026 ° 1,196,159 =~ 1 .079,671 -
Retained Earnings/Fund Balance - : = '
Ending Balance $108,552 lzzz 1,211,663 1,338,108 J.196,159




FINANCIAL REPORT OF SAN DIEGD CONTY .

COMBINED STATENENT OF CASE FLG!S
© ALL PROPRIETARY FUND TYPES
’ Year Ended June 38, 1992
‘With Comparative Figures for June 30 1991

In Thet.samls)
STATEMENT 1E
PROPRIETARY
FUND_TYPES
. TOTALS
' INTERNAL QMENORANDUM DNLY)
ENTERPRISE  SERVILE 952 199
Cash Flows from Operating Activities: .
Cperating Inccae (Loss) $(7,720) (3353 {&,055) 7.5
Adjustments to Reconcile Operating Income to : . .
ket Cash Provided by Operating Activities: .
Depreciation 2,975 1,750 4,75 3,53%
Decrease (Increase) in Taxes Receivable (185) : (185) 6
lecrease (Increase) in Accounts Receivable and .
Notes Receivable, Net ) {B849) 2 (& 49 621
- ‘Decrease (Increase) in Due from Other Funds - {3536) 347 (4] 308
Decrease (Increase) in Inventory of Material )
and Supplies, Net . (14 - 8 55 2
Increase (Decrease) in Accounts Payable 7,555 382> 7,173 m
Increase (Decrease) in Accrued Payroll %% "
Increase (Decrease) in Due to Other Funds 622y (948) ¢1,570) 4]
Increase (Decrease) in Amount Payable to
Grantor Agency B4 84 g
Increase (Decrease) in l.ons-‘rern Debt Payabte 3,035 3,035 6,663
Increase (Decrease) in Deferred Reverue 40 40
Increase {(Decrease) in Prepaid Expense (635 (839 ¢
‘Net Cash Provided (Used) by Operating Activities 3,459 42 3,901 18913
Cash Flows fm mt:apztal Financing Activities:
Payments to Dther Funds 415 ¢18e) (2873 .
Loan Made to- Other. ) €5,36%) (6,369) (55)
Payxent Received (Adram Made) on Long-Term Loan ) {67} 67
Grant Reverue &34 &4 349
Other Revenue 1,517 1,517 1,617
Advances from Sovernmental Agencies 381 181 3
Other Expenditures —(325) —_— {326 —LE50)
llet Cash. Provided (Used) by Kon-Capital Financing o
Activities {6, 153) £258) (4,419 ¢ 1,300
Cash Flows from Capital and Related Fimancing Actw:tles- ' )
Aceuisition of Fixed Assets (16,606) (4,095) €29,791) {7,936)
Proceeds from Sales of Equipment o 8 - 142 150 315
Capital contr:buhom ) (50)
Grant Revenue 108 : 108 k-4
Principal Paid on Lug-?em Debt - (116 . MN8) €136)
Interest Paid on Long-Term Debt 32) - G2y
Deposit with Others . (45> . - €45)
Proeee&frenl.om' s : " &0 ’ 50 (35>
Net Cash Provided {Used) by Carntai are] Related ’ .
Financing Activities 16,711 (3,553) £20,654) £7,.720)
Cash Flows from investing Activities: . .
Interest 7,303 1,358 8,649 8. 676
Net Increase (Decreasé) in Cash and Cash Equivalents 10,1123 (2,421) £12,533) 21,168
Cash and Cash Equivalents-Beginning of Year 90,196 18,435 308,628 87,459
Cash and Cash Equivalents-End of Year 16,013 96,005 108,628

sso.ne2

See Notes to Financial Statements C12- Continued on next page .




FINANCIAL REPORT OF SAN DIEGO COUNTY

COMBINED STATEMENT OF CASH FLOWS
ALL PROPRIETARY FUND TYPES
Year Ended June 30, 1992 -
With Comparative Figures for June 30 1991

{In Theusands)
STATENEWT 1E (contirued)
PROPRIETARY .
FUND TYPES - o
TOTALS
: .- INTERRAL . . (MEMORANDUM ONLY)
'ENTERPRISE  SERVICE T 9% 1991
lecmc:hatlon of Cash and Cash Eqawal.ents '
to the Balan:e Sheet:
Total Cash and Investments Per . o
Balarce Sheet _ $84,483 . 14,885 101,369 - 117,132
Less: - Investments Not née:iru the : C = T .
... .Definition of Cash Equivalents C 4,401 & 520 . _3500
ssp0m> 16,013 96008 s s

Cash and Cash Equivalents - End of Year

Noncash Investing, Capital Finencing Activities:
Fixed asset contributions amounted to $1 thousand to the mrport Em:erpﬂse
ﬂn:l and 8% thusand to the Solid Waste Enterprise Fund.

Smttatrm and Witer Districts - Fixed Assets {Sewer Lmes) were donated o
Sarntauon Districts by varmus developers in the amount of 5272 thousand.

Fixed met conthbutwrs from other funds amounted to $80.0 theusa'ld

Allocated Reverse Repurchases are not included as @ cash flow item per GASS -
Statement No, §. . .

See Notes to Finarcisl Statements C-13




_ PINANCIAL REPORT OF SAR DIEGO COUNTY

NOTES TO FINANCIAL STATEMENTS
JUE 30, 1992

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES -

‘fhe accounting policies of the founty of San biego -(c'omty) confora to gen_érally au:q:ted 'ace.&ntiw
: prmc:ples CGAAP) appl.lcable te governmental units. The following is o summary of the more significant
“of siich pol:c'a&c. '

A. SCOPE OF FINANCIAL REPOR‘mis m:ﬁ

-",'I'he accompanying financial statements report on the finareial setivities of the County and those
County-related entities that meet ‘the eriteria for inclusion established by the Mational Council en
Govermental Accemnrg, Statement 3, as adepted by the Governmental Amou'mng Stuﬁards Board
{GASB). The basic criterion for including other entities within the Caunty!s financisl statements is
the exercise of oversight r&ponsm:l:ty over such other entities by the founty Board of spennm :
In determining the Cxnty's exercise of oversight responsibility with respect to snother entity,
consideration is given to such factors as: financial interdependency, selection of the governing

' authority, ds:gnatwn of management, ability to significantly influence operations and accounts-

 bility for f:scal matters. .

The County, therefore, has included the following entities in its financial statements.

County Service Areas

Flood Control Districts

Lishting Maintenance Districts

Spring Valiey Park & Recreation D:stnct

Air Pollution Control District

County of San Diego Housing Authority

Sanitation and Mater Districts

El Cajon-San Diego Sounty Civic Center Authunty
Vista-County of San Diego Buiiding Authority -

San Diege County Ramona Administrative Building Authority
San Diego County Redevelopment Agency

San Diego County Capital Asset Leasing Corporation (SANCAL)
San Diego County Employees* Retirement Association

The first six entities in the above List are inciuded as special revenue funds, the sanitation and
sater districts as enterprise funds, and the Joint Powers Authorities and the Redevelopment Agency as
capital projects and debt ser\noe funds. SANCAL, a. mn-profrt eorporatmn, is included a5 & special
revenue fund, capital projects furd and a debt service fund,  The ‘financial position and- results of
operations ef the San Diego County Employees! Retirement Asoclatwn are included herein. The
‘Association is governed by a:nine person Board of Directors: four metbers of which are elected by
retired and present employee menbers of the Asseciation; four members of whick are appointed by the
County Board of Supervisors; one member is represented by the County Treasurer, an independently
elected County Officer. Although the County Board of Supervisors has no authority over the day-to-
day operations of the Retirement Association's financial activities and may not appropriate the
Association®s cperating surplus, the Board of Supervisors is required to finance Association _
sctuarial deficits through increased contribution rates. As a result of the Asseciation’s fimancial
interdepéndency with the County, the Associatien is classified as a pension trust fund.

C-14
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" Activities of the Chula Vista Redevelopment Agercy have not been included Zince ts operstions are

- Account Group and the General Long-Term Debt Accoimt Group.

adiinistered by an. independent elected legistative body. ‘Alse, sctivities of the San Diego Regionai
Building Authority have not been included since the Courty Board of Supervisors has no autherity to
goverr, menage, assume fiscal accountability, or approve budgets. Both Agencies have entered into
tong-term copital leases with the County which are reflected in the County's Sa&eralrriged Assets

Other Local mrg_lnmtal entities provide pt;blic services to the résidents of the Caunty including 18
cities, 43 school districts, and mmercus special districts that provide specialized services such o8
fire protection, senitstion and water services to County residents. The operaticns of these entities
have: ot been included since each entity is responsible for conducting its esn day-to-day operations
and is accountsble to its oun separately etected governing board. The County Board of Supervisors
has no authority to govern, manage, approve bixigets, assume fiscal sctountability, establish revenue
Lisits, or appropriate surplus funds svailable in these entities. liodever, assets held by thé County
in its capacity as an agent for these entities are included in the agency funds., Complete finencial

_Statements sre available from esch individusi entity.

BASIS OF n’esen;_ﬂnu

The financial transactions of the County are recorded in individual funds and account groups. The
various funds and account Sroups are reported by type in the financial statemente. Anxts in the
“totals-memorancd only® columns in the financial statements represent a summation of the cimbined
finmcial statement line itess of the fund types and actount groupss and are presented only for
aralytical purposes. The sumation fncludes fund types and account groups that a"se"dﬂ‘fergnt beses
of scconting, both restricted and unrestricted anounts, and the caption "2kt to be provided,
hich s nOt an asset in the usual sense. Corisequently, emounts shown in the *totals-memorandum
onty" columns are not comparable to & consol idatien and do not represent the total resources
evailsble or total reverues and expenditures/expenses of the County. o

The County uses the following fund categories, fund types, and aceount groups:

Goverrmental Fund Types

General Fund = To accoxwnt for all financial Pesources except those required to be a'ec:emted for in
arother fund. The general fund is the Conty's operating fud. | o !

Special Reéverwe Funds -~ To acesunt for the proceeds of specific revenue sources that are ;esally '
restricted to expenditures for speci fied purposes. Included in these funds are the general funds of

-varims component entities as described .in Mote 1A.

Deit Service Fund - To aceount for the accumulation of resources for the payment of principal and

interest on general !.ong-t_em débt.

' Capital Project Funds - To sccount for finencial resources to be used for the acquisition of

construction of mejor espital facilities (other than those financed by p-oprietary-ﬂr_a'types).
Preprictary Fund Types

Enterprise Funds - To account for operations (a) that are financed and operatéd in @ manner similar
te private tusiness enterprises-where the intent of the governing body is that the costs (expenses,
including depreciation) of providing goods or services to the general public on a continuing basis be
finonced or recovered primarily throush user charges; or (b) where the governing body has decided
that puriodic determination of revenues tarned, expenses incurred, and/or met inceme is appropriste
for capital maintenance, public policy, management contrel, accountability, or other purposes.
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c.

Internal Service Funds - To accoaunt for the financing of goods orf services provided by one department
to other deportments of the County, or to other goverrments, on a cost-reimbursement basis.
Fidaciary Fund Types

persion Trust Fund - Te account for the.fimnc-ial activities of the San'oiego i:cmty mlM'

Retirement Association.

Agency Funds - To account for assets held by the County es an agent for individuals, _privntét }
organizations, other governments, andlor_other funds. Agency funds are custedial in noture (assets

equat lisbilities) and do not purport to present the financial position or results of operations of
the related entities.

Seneral Fixdhssétstcédntsrup-ﬁmforall fixed assets of the County, except those
accounted for in the proprietary fund-type. ' '

ceneral Long-Ters Debt Account Group - To account for all leng-term chligations of the County, except
those accounted for in the proprietary fund-type.

BASIS OF ACCOUNTING

e e o

the accounting and firnncial repbfting treatent applied to a fund is deteminéd by its aaasuwt
focus. ALl goverrmental fuxis are aceoumnted for using a current firancial resources measurement

fecus With this measurenent focus, only ¢urrent assetsand cw"‘rent tiabilitfes_ generally sre
ineluded on the balance sheet. Operating statements of these furds prsem‘incrms Ci.e., revenues

and other financing sources) and decreases ¢i.e., expend:tures and other finoncing uses) innet
curtent sssets. . ‘ .

-All proprietary funds and pefsi'nn trust fuds are accounted for on a flow of economic resourtes

mensurenent focus. With this seesurement focus, all essets and all tisbilities associated with the
operstion of these funds are included on the batance sheet. Fund equity for the proprietary funds
(i.e., net totol assets) is segregated imto contributed capital and retained esrnings components.
Proprietary fund-type operating statements present increases (e.§., reveres) srd decresses (e.g.,
expenses) in met total assets. ' : .

. Governmental and Agency fund types are accounted for. on the modified sccrual besis of accounting.

Reverues ore recognized when susceptible to aseerual, ‘j.e., both measursble and avei labte. Avai Leble
means collectible within the current pericd or soon enough thereafter to be used to pay Liabitities
of the current period. In opplying the susceptible to accrunl concept to intergovernmentsl revenues,

the legat and contractual requirements of the individual programs are used as guidance. Reverues

ufiich are accrued include real and personal property taxes, sales tax, interest, and state and
federal grants and subventions. Real property taxes are Levied on October 15 against owners of -
record st March 1, the lien date. The taxes are e in two instaliments on November 1 and February 1
ardd become delingquent after December 10 snd April 10, respectively. Property tax revenue is
recognized in the fiscal year for which taxes have been tevied, provided it is collected within 60
days of the end of the fiscal year. '
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. Expengiitures are generslly recognized when the related fund lisbility is incurred, Exceptions to

this genersl rule include: (1) principal and interest on long-term debt which is recognized when
daz; (2) prepaid axpenses shich are reported &5 current period openditures, rather than sllocated:
and (3) accumulated unpeid vacation, sick leave, and sther eaployee benefits which are reported $n
the pariod dur and payable rather than intbeperiodurmdbrﬂvlm.

The Mid\“rmt Furd and proprietary fund types ore sccounted for_en the acerunl besis of
secounting, Their revenuss are recognized in thé period earned and SXpenEcs are recognized in the
pericd incurred. There sre mo unbilled utility service receivables for the proprietary fund types.
HUDGEFAY acooimying

Gereral Budget Policies

Fecuirad to be edopted for Joint Poers Authorities and SANCAL, & non-profit corporation. Accord-
ingly, Specisl Reverwe, Debt Service, and Capital Projects.Funds for those entities are not included

~in the sceompanying Cambined Statenent of am,mmmchm in Fund hlqhs_'
“Budget and Actual (Budgetary Basis). Encunbrances aré treated as budgeted expenditures in the yepr

the caimitment to purchase is incurred. Additionelly, long-term copital lesse cbligations sre not
budgeted a8 en expenditure and source of funds in the year the asset is scquired and deposits with

other goverrmental m:i'esarel'ubeted,as experditures in the year depogited, fFor m_ef a

Inxigetary presentation, sctusl GAMP expenditures have been adjusted to include encumbrances

arxstanding at year end and deposits with other goverrmentst agencies, if any, treated ss bucigeted

ohlinatiw: of ‘the Canty, Departaental intrafund expenditure trensfers do not have the budigetary
status of legal appropristions. Therefore, variances betueen estimsted trangfers and actust

© ‘tremsfers sre not displayed in the general purpose finsncial statements, but are displayed a5 a

. General fund scheduie within the Comprehensive Anmml Financist Report.

™e follewing encimbrance mounts existed at year end and therefore were included in the Statements
of Revene anel Expenditures snd Changes in Fund Batances - Budget and Actual (Bidigetary Basis) in

-orifer to provide a meaningful coxperison of the actual results of operations with the budget Cin

thauspnds):
Em
. General Fund $ 25,239
. :Speeial Reverws Funds - 11,056

Capital Projects Funds 8

Expuﬂiti.ns a3y not legally exceed budgeted appropriations 8t the expenditure object level within
mﬁm.wltmmmmm“inmuwl ad, a5 such, reported

" buxiget figures are 8s originaily adopted or subsequently amended by the Board. Supplemental

appropriations during the year ended June 30, 1992, amounted to $156,100,78% _in the General Fund,
Unencumbered appropristions Lapse at year erd. _ :
Emm

Encisbrance accounting, under which purchase orders, contracts and other coomitsents for the
expenditure of msnies are recorded in order to reserve that portion of the appticable appropristion,

brances outstanding at year end do not constitute expenditures or Liabilities, but are reported as
resarvations of fund balance for subsequent-year experditures. :
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. The following sehedule is & reconcilistion of the budgetary and GAAP fund belances (in thoussnds):

. Special’ Debt 'ca'piu';-.»-.
< i . .General ‘Reversie Service - Projects

Fund Furdds Funds Furxds
Fund Balance-Budgetary Basis : $1B,643 40,862 . =0 (4,100 -
. Encumbrances Qutstanding at Year End 26,8539 11,066 . a9
.. fund Balances-Non Budgeted Funds —D= B840 . 32,466 20615
Fund Balances-GAAP Basis _ $46,880  $52,748 832,466

|

ASSETS, LIABTLITIES, AND FUND EQUITY

B I o e e et e e

Cash and Investments

Investments in the County’s cash and 1msmem: pool as uell_.. as other investments are stated at
originel cost with the exception of deferred compensation investments shich are stated at morket

‘value. For purposes of reporting cash flows,. all amsunts reported as 'r:qﬁty in Pooled Cash and

Investaents*, “Collections in Transit®, and “Imprest Cash® are considered cash equivalents. Pooled
cash and investment amounts represent monies deposited in the County Tressurer's cash monagement pool

' and are similar in neture to demand depasits, i.e., fuxis may be deposited ond withdrawn at eny time

witheut prior notice or penalty. Allocatiens of assets and Lisbilities to indivicusl funds related
to reverse repurchase agreements of the County's cash and investnent pool are nat considered cash

equivalents for purposes of cash fiow reporting.

" jnventories

Inventories, shich consist of experciable sigplies, are stated at average cost. They are sccoumnted

the Special Revenue Funds of the co'mty' Library ahd Special Distiicts a5 an asset with an offsetting
reserve. Inventory hetd by the Road Fund, 2 special reverue furd, and the proprietary fund types is

carried at average cost and is expercled when consumed,’

‘Fixed Assets

general fixed assets are recorded as expenditures in the goverrmental fmdtm‘satti-eofp.rdme.
These assets are capitalized at cost in the General Fixed Assets Account Growp. In the case of
scquisitions throush gifts or contributions, such assets are recorded at fair market value at the
time received. Mo depreciation has been provided on general fixed assets. Fixed assets consisting

'of certain improvements other than buildings, including roads, bridges, curbs and gutters, streets

and sidemalks, and drainage systems, have not been capitslized. Such assets ‘nermally -are iamovable

.ond of value only te the County; therefore; the purposes of stevardship and cumulative sccantability
 for capital expenditures are satisfied without pecording these sssets, Proprietery fund type fixed

- assets are reported in those. funds at cost or estimated fair morket value at time of doration.
Depreciation is charged to operaticns of proprietary funds over the fixed sssets® estimated useful
lives using the straight-line method for structures ond improvements, and the hours/mi les-of-service

method for equipment. The estimated useful lives are as follows:

structure & Improvements  5-30 years
Equipment 4-20 years

_ Long-Term Liabilities

I.oné-"tém lisbilities expecied to Be financed fruﬁ mérrqehté;_ ﬁnd typsare 'au:oq.med fp-r in tbe
General Long-Term Debt Account Growp. Long-term liabilities of sll proprietary fund types are
sccaunted for in the respective funds. c18 '
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- adcumalated leave benefits including vacation, sick lesve and compencatory time worked in the amount
of $51,854,841 for the governmental fund types at June 30, 1992, ic also reeorded in the: General
Long-Term Debt Account Group. These amounts would not be expected to be Liquideted from expenceble
aveiloble financial resources but would be expected to be liquidated in future yesrs as employees '
elest to use these benefits as prescribed by Civil Service rules and regulations.

. Reservationsbesignetion of Fund Equity P o el

‘Reserves represent those portions of'fud‘equity ot "q'_q:réprin-ble for expenditure or legally

'segregated for a spec_ific future wse. Designated fund balances rqansmt tentative plans for fuwre
use of financial resources. R ' : o
Comporative Data/Totals only
Coaparative dats for the prior yesr has been presented in certain of the accompanying ‘financist

- stutements in order to provide an undérstanding of changes™ in the County's financial position and
epurations. Alse, _urﬁin of the prior year amounts have been reelm_i’fi_@ to conform with the
current year financial statement presentations. : e

2. FMD DEFICITS

" Ihe following funds have an accusulated deficit at June 30, 1992 (in theusands):

3.

Specisl Revente Fund

L Revenue Fund
Flood tontrol Districts s 15
capital Pc_-oiects Funds

" apitel Outtey $3,710

$an Diego County Redevelopment Agency (socRAY S 62

_ Enterorise Fund

. Ligquid Waste : S &57

The deficits within the Flood Control Districts and the SOCRA funds are due to the use of loen proceeds
in advance of the receipt of berwfit fees or jncremental tax reverues. The deficit within the Capital
outtay Fund is due to the use of temporary loan proceeds in advacce of the receipt of proceeds from
long-tersi debt. The deficit within the Liquid weste Fund is due to inadequete cost recovery from user
fees. These deficits are expected to be reduced in future years as expected revemes are realized and
fees are adjusted to cover coStS. . ‘ o - '

DETAIL NOTES OM ALL FUNDS AND ACCOUNT GRULFED

DEJAIL NOTES ON ALL FUNDS AND_ACOOUNT GROPS

ITY N PDOLED CASH AND INVESTMENTS, CASH INVESTMENTS, AND OBLIGATIONS UNDER REVERSE REPURCHASE.

A, EM . .

AGREEMENTS

The County mmintains a cash and investment pool that is availsble for use by all furds of the County

ss well as the funds of other agencies for which the County treasury is the depository. Each fund )

‘type's portion of this peol is displayed on the combined: balance sheet as "Equity in Pooled Cash and

Investments.® Interest earned on the pooled funds is accrued in a pooled interest apportionment fund
and is allocated based on the sverage daily cash belances of the participating funds. s
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“Cash with Fiseal Agents® represents amounts on deposit with trustees for Joint Powers Authorities,
SANCAL, . County revolving fuds and deferred compensation. P .

) _ﬁm&w reprm Pension Trust Fund :iﬂvesmfs and bonds held for other agercies.

Deposits: At year eng the carrying volue and bank balance of the County's deposits was $166, 088, 000,
Of the bank belance, $7,100,000 was covered by federal depository insurance. - The remaining
$164,988,000 was col lateratized according to State statutes which require depositories having public
fuds on deposit e mintain a pool of securities with the agent of the depository heving a merket
value of ot least 10 percent in excess of the toral amount of all public. funds on deposit: These
securities are held by the depository's trust desartment or agent in the County’s name..

Investments:  State statutes authorize the Conty to irwvest in obligations of the U.S. Tressury,
agencies and instrumentalities, commercial paper rated A-1 by Standard and Poorts Corporation or P-4
by Woody's Commercial Paper Record, benkers acceptances, repurchase and reverse repurchase agree-
ments, and negotisble certificates of deposit issued by nationel and state licensed or chartered

‘categorized by type, carrying Value, and market value at June 30, 1992, are shown beiow. Atl
investnents are either held by the County or its agent in the Canty's name.

Carrying Ammt ' ‘lhrkez ilalue'
(In Thousands) {In Thwsmds_)

Repurchase agreements _$ 156,000 - $ 156,018
U.5. Sovermment securities 858,333 907,955
Wegotisble certificates of deposit 754,835 : 775,005
Comercial paper 228,242 229,552
Cerporate notes . k63,933 L7249
Corporate bonds 4,8 u23m
Coomon and preferred stock 560,419 754,502
Mutual Funds 200, 000 201,118
Other 118,767 102,716

Total Investments held by County -
or its agent in the County’s name o 8,775,382 83,938,845

Investments held by broker-desters
under reverse fepurchase agreements:

| U.S. Govermment Securities 151,756 157,136

Total Investments of the County 53,92?,137. o . 54,095,979

. Investments held by the County for

Total Investments o L 33,927 65 oL -BAL096 467

County’s investments in repurchase agreements 'imrused . significantly and were substantiatly higher -
atthosetimﬂmatyearend. . . . o L .

. Due 2o significantly higher cash fiows and mrket conditions at certain times during the year, the
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 Reverse Repurchase Agreements: - State statutes permit the County to enter into reverse repurchase
agreements, that is, a sale of securities with s simultaneous agreement to repurchase them in the

" future st the same price plus s contract rate of interest. " The merket value of the securities
underlying reverse repurchase agreements norumslly exceeds the cash received, providing the dealers &
mirgin against a decline in merket value of the securities. If the dealers default on their
obligations to resell these securities to the County or provide securities or cash of equal nlm,
the County would suffer an economic loss equal to the difference betweer the market value plu
accrued interest of the underlying securities ard the agreement obligation, including accrued
mterest. This credit exposure st year-end uas $4,278,765.

6. &w-

The following 1samef:msuent mm&lf:xzﬂmhywaﬂamryofdm
in general ﬁzedasetsasof.dfortbemtcded.lmeﬁ 1992.

Source of Investment in General Fixed Assets
8y Fund at June 30, 1992 (in thousandis)

General Fund: ,
" General Fund Revenwes - . $610,029
Federal and State Grants : . 418
Special Revenue Funcis: . :
© . special Revetwe Fund Reverues - < 14,008
Special Revenue State & Faderal Grmts - o s 7
Capital Projects Funds: : S o
Lease Revérye Bords - - s T 118,663
' certificates of Participation - - o 103,006
Total ' ' : $850,449
" Summary of Changes in General Fixed Assets by Class
For the Year Ended Jume 30, 1992 (in thousands)
BEGINKING ENDING
BALANCE ADDITIONS  DELETIONS  BALANCE
Laed ' | $128,111 $ 22,15 $24T6 37,83
Structures & Improvements 341,410 1,66 | 366 352,104
Equipment - 206,973 15,103 . 42,080 189,016
Construction in Progress . 106,232 7,766 _6,501  _170,497

Total

$782 Ti6 $119,.137 351,424

;
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- . PROPRIETARY PIMD TYPE FIXED ASSETS

Following is a summery of Proprietary Fund Type Fixed Assets. by class as of June 30, 1992 (in

. ) Internal

Enterprise Service
Land ' oS85 s
Structures & lmprovements 65,650 130
Ecuripmen t : 9,127 21,259
Construction in Progress . 10,811
Yotal ‘- U 10,443 . 21,449
Less Accumulated Deprecistion 31,706 © 836
et o sy L s

D.. SAN_DIEGD COUNTY EMPLOYEES' RETIREMENT SYSTEM
1) Plan Description

The County contributes to the San Diego County Esployees' Retirement Associstion (SDCERA), &
single employer defined benefit pension plan, established July 1, 1939, under provisions of the
County Retirement Law of 1937. This is & contributory type plan cmring_abs&ntintly sll
esployees. The system is adninistered by an independent Boerd of Retirement. The plan is
integrated with the Federal Social Security System. The County*s peyroll for esployees tovered
by the System for the year erded June 30, 1992, wes $516.7 million. Total peyroll for alt
employees at June 30, 1992, was $551.7 million.

AT Jdune 308, 1992, SDCERA membership consisted of:
Retirees, beneficiaries and terminated mesbers entitied to benefits, but not yet receiving them:

Generat 7,237

Safety . 566
Totel o 7,803

mrrent Elploy:eé:

Vested: . -
General ) 7,639
Safety : 1,162 -

Non-vested: C
General 6,664
Safety 651

Total - 18,316
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)

ALl full-time permanent County exployees are eligible to participete in the crsun. on

August 15, 1978, the Association adopted 8 second tier to the system providing lower contribu- ;
tion rates and. recuced benefits to exployees entering the systes after October 1, 1978,
Employres must hove 10 yests of service and reach age 50 (Tier 1) or age 55 (Tier I1) in order
to receive benefits. General mesbers in Tier 1 moy receive 8 maximms of 2 percent of their
highest year average salary for esch year of credited service for Life providing they retire
asfter age 57.  Tier i members retiring before age 57 receive a prorata share of the saximm
benefit. General mesbers in Tier I! receive 1.7 percent of their highest three years average
arrusl salary for esch year of credited service for life after resching age 55. The system also
provides death and disability beneﬁts established by State and County ordinences. ‘Employees
fully vest after 10 yesrs of service and partially vest after five years of service, receiving »
prorata share of beneﬂts due 8 ful_ly v&_sted emloyee upon attaining retirement age.

County elpleyees are req.ured to contribute to the systes l:ased on age at’ entry, t-ner elasgifi~

-cation, and certain labor negotiated contracts which provide for the County to pay 8 port:m of

the eq)loyee contribution. s i
Furding Status and Progress
The amount shown below as ®pension benefit cbligation® is s stendordized disclosure messure of

the present value of pension benefits, admstaﬂ for the effects of projected salary increases,
estimated to be poysble in the future as a result of qloyee_ service to date. The measure is

- the sctuarial present value of the credited projected benefits and is intended to help users
" assess SDCERA's furxling status on a going-concern basis, assess progress made in accurulating

sufficient assets to pey benefits vhen due, andmkeouporisbmhuums The measure is
independent of the actuarial funding method used to determine contributions te ﬂ-e PERS,
disecussed in (4) below.

The pension benefit cbligation was determined as part.of an agtmrial vatuation at June 30,
1992. Significant sctusrial assumptions used include (8) a -rate of return on the investment of
present and future assets of 8 percent per year corpounded anruslly, (b) projected salary
increases of 5 percent per year ccapounded snnually, attributable to inflation, (c) additional
projected salary increases of 1/2 percent per year, sttributable to seniority/merit, and (d) 3
percent postretirement benefit increases for ‘fier 1 and 2 percent for Tier II. '

At Juae 30, 1992, the wnfunded pensmn berefit obhgatwn was $414.3 willion as follows (in
millions):

Pension benefit obligation:
Retirees and beneficiaries currently receiving
benefits and terminated esployees not yet
receiving benefits ‘ s $ 801.5
~Current employees: i e o ‘
Accurulated employee contributions mcludmg

allocated investment income g - o : 164.1
Esployer-financed vested S 581.0
Eeployer-financed nonvested . ' 52.2
Total pension benefit chligation - 1,598.8

Net assets available for benefits, at cost

(market value is $1,287.8) 3,185
Unfunded pension benefit obligetion ) $ 414.3
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L63]

{4)

(5

Actuarially Determined Contribution Requirements and Comtributions Hade

SDCERA funding policy provides for periodic employer contributions that, expressed 85 peroeng-

ages of annual covered payroll, are sufficient to accumulate sufficient assets to pay bensfits
when due.  Ezployer contribution rates as level percentages of payroll are determined using the
entry age actuarisl funding method. SOCERA slso uses the level _percentage of payroll methed to
amortize the unfunded liability over a closed 15 year period. ;

Contributions folr fiscal year 1991-92 totaling $99,919,662 (354,494,307 exployer and 35,425,355

: enpl.oyee) were wade in accordance with actuarially determined contributions determined through

&n actuerial valuation performed at Junme 30, 1990. These contributions wmsted of {8)
$54,201,07% normal cost (10.7 percent of current covered payroll for fiscal year 1991-92 andl (b)
$40,293,228 amortizatioh of the unfunded actuarial accrued Liability (7.8 percent of curfent
covered payroll for fiscal year 1991-92). The significant actuarial assumptions used.to compute
the actusrially determined contribution requirement are the same as those used to cenpute the
pension benefit obiigation in D (2) above. .

Trernd Information

Ten year historical trend information of SOCERA showing progress made in sccumulating sufficient
assets to pay benefits when due ¥s presented in the SDCERA conprehensive anrwel financial
report. Trend informotion for years prier to fiszal year 1988-89 is presented cn @ calendar
year basis. For fiscal years 1989-90, 1990-91, and 1991-92, respectively, availeble assets were
sufficient to fund 70. 1, 71.7 and 74.1 percent of the pension benefit obligatien. Unfunded
pension benefit obligation represented 94.7, 88.1, and 80.2 percent of the anwal payroll for
esployees covered by the PERS for fiscal year 1989-90, 1990-91 and 1991-92, respactivety.
Showing unfuded pension benefit cblisation as e percentage of annwal covered payroll approxis
mately adjusts for the effects of infiation for analysis purposes. In sddition, for the above )
years, the County's contribution to the PERS, all made in accordance with actuarially determined’
recuirements, were 15.5, 16.7, and 18.3 percent, respectively of anmual covered payroll.

Pestretirement Health Care Benefits:

Depending on the availability of fund eamings, SOCERA provides. postretirement health care
benefnsonapayasyeugohaszs for retirees who have had st least ten years esployment with
the County. SDCERA contributes health insurance premiums for Five sponsored hestth meintensnce
srganizations of $160 per month for each retiree under the age of 65 and $83 per month for each
retiree over the age of 45 plus 3 cost of Living adjustment based on years since retiresent,
Premium amounts in excess of these amounts ere paid by the retiree. SOCERA also reigburses a
fixed amount of $30 per wonth for a Medicare supplement for each retiree over 55,. State

- stotutes governing County retirement systems provide authority for SDCERA, with the consert of

the SDCERA Board of birectors to moke such payments from interest earnings in excess of interest
required, to be credited to specific statutory reserves. Approximately 6,000 retirees or
surviving spouses are eligible to receive these benefits. SDCERA recognizes the cost of
providing those tenefits by expending annual insurance premiurs, which were $7.7 mitlicn for
fiscal year 1991-92. A reserve established by the SDCERA Board of Directors for the poyment of
postretirement health care benefits was $27.0 million at June 30, 1952, wp from sz; 5 million at
June 30, 1991 .
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€6) Comtributions Required Per Accounting Principles Board Opinion lumber 8.

The County's pethed for coenputing actust contributions (level percéntapes), while actuarially
sound,” results in loser emounts being paid in earlier ‘years offset by higher amounts to be
contributed in later years than that required under generally accepted accounting principles.
For Fiscal Year 1991-92, the amount required by generally accepted accounting principles is
greater than the amsunt contributed using the level percentage method and is reflected a5 an
increase of approximately $14.9 million in actrued pension contributions in the General tong-
Term Debt Account Group. ' ' '

CLAIRS AND JSUDGHERTS

_ The tounty operates a Risk Management Program wherchy it is self-insured for premises liability st

F.

medical facilities, medical meiprectice, ertors and cmissions, false arrest, forgery, public
Liabitity, and workers campensation. Several legal actions and workers compensation clams are
perding against the County shere the estimated Liability either exceeds the libits of coverage
provided by various insurance policies carried by the County or where no insursnce coverage is
provided, Also, the County, in coapliance with the Tak Reform Act of 1985 and subsequent U.S.
Treasury Regulations, has performed arbitrage rebate calculations on the interest earnings of all
County related bond issues to determine probable amounts due the federal govermment. To the extent
that the cutcome of sich Litigation, workers compensation claims, and srbitrage rebate calcutations
hove been determined to result in a probable financial tess to the County, sn estimete of such losses
has been included in the General Long-Term Debt Account Group. These probeble losses are velued at
$17.418 for Livigation, $21,274 for workers compensation, and $1,816 for arbitrage rebate for a totsl
Claims and Judgements liability at June 30, 1992 Gf $40,506 (in thousar:b). :

LEASE COMMITMENTS

The County has commitments under long-term property opersting lease agreements for facilities used
for operations, These leases do mot meet the eriteria for capitalization under FASE Statement 13.
The County is the léssee under the terms of several roncancellable operating leases for rest property
used to heuse certain County facilities. The combined rental cost for which the County is obligsted
under these Leases is as follows (in thousands):

YEAR MINTMM LEASE PAYMENTS -
1992-93 $ 8,802
1993-94 7,421
1994-95 5,301
199596 : 2,428
1996-97 1,593
Thereafter 185
" Total $25,530

Total rental expense for all real property operating ieases for the year ened June 30, 1992, was
approximately $19.0 million.

In eddition to real property leases, the County has also entéred into long-term operating leases for
perscnal property, a large portion of which represents data processing and duplicating equipment.
Hany of these leases are sdbject to anmual adjustment based wpon negotiations. Managewent expects
that -in the normal course of business, leases that expire will be renewed or replaced by other
{eases, Tota! rentat expense for these operating leases for the. year ended June 30 1992, was
approximately $8.2 million.
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Certain buildings and equipment are being leased under capital leases a5 defined in FASH Statement
13. The present value of the minimn lease obligation has been eapitalized in the Genersl Fixed
Asset Account Group and is reflected as a Lisbility in the General Long-Term Debt Account Group, The
County assumes responsibitity for alt namtme. repair, and structursi mdlﬂcaﬂus ungler the
terms of the lease asreements .

L . _ June 30, 1992
. Gapital Lease-Property Class . o (in thousands)
Structures and loprovements . 102,621
Equipment 26,925

Total . - - : ' $£122 047 .

|

Future nihiu lease payments under capital leases consisted of the following at June 30, 1592 Cin

thousands):
Fisenl Year . . ] Ninimum P. 3
1992-93 - : ) - $ 19,587
1993-9% . . - 19,488
- 19%-95 . . 10,330
1995-96. . . : . . . 10,329
1996-97 " . L 7,956
Thereafter L 130,101
Total minimm Lease Payments 179,771
less: amount representing interest (_80,887)
Net Lease Payments - $ 98 884 .
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G.. GENERAL 1ONG-TERM DEBT

Gereral Long-Term Debt eonsists of lense revenue bonds/certificates of perticipation, capital lease

obl-imim_ommed for in accordance with XCBA Statement 5 (See Note 3F), sccrued pension

cortributions (See Note 30), scoumilated wpaid employee leave benefits (See ¥ote 1€ and claims and
judgments (See Mote 3E) as follows (in thousands):.

Final
) Interest Maturity. . Originsl . - Amount
Obligation Rate —Date - Amxnt i standing
Lease Revenwe Bonds/Certificates
of Participation:
EL Cajon-San Diego County Civic Center
Authority Lease Reverne Refunding e e T e
Bends issued September, 1986 4.50 - 6.85% 007 61,665 ., . 55,250
' Vista-County of San Diego Building
Authority Certificates of L S
Participation issued April, 1587 5.00 - 7.875% 2007 28,380 . 24,605
San biego County Capital Asset Leasing
Corporation (SANCAL):
198 Series A Leasshold Reveruve - . S e
Bonds issued September, 1982 7.00 - 10008 1953 _h,8s -2,
1935 Refunding Leasehold Revenue Cn -
 lomds issued December, 1985 . 4,00 - 6.75% 2010 2,170 26,485
1987 Series A Leasehold Reverwe . B T e T SR
londs issued May, 1987 4.75 - é.20% 1905 10,300 3,800
199 Certificates of Participation ' C e
issued March 1989 | 6.25 - 7.50% 2000 20,70 14,200
1989 Certificates of Participation _ L T e )
issued Novenber 1989 o 6.20 - 7.90% . 2010 2,433, BASS
1989 Certificates of Participation L e
issued Deceber 1989 S 6.10 - 6.80% 2011 . 19,605 . 19,000
1991 Series A Certificates of Participation _ ,
issued April 1991 . 5.25 - 7.00% 212 . 0,MS .. 40,745
1991 ertificates of Participation L
issued September 1991 ’ [ 4.80 - 6.50% 2007 38,045 . 38,045

Total Lease Revenue Bu:ls/u&ificatﬁ
of participation '
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Schedule of General Long-Ters Debt Obligations (in thousands) - Contirmed

) final ]
Interest ~ Maturity brigimal = Asoumt
Obligation _ _Bate _Bate Amounit outstanding
 Copitalized Leases:

thula Vista Redevelopment Agecy
- Regional Center Lease begiming

Jduty, 1979 : 6.00 - 8.00% 2007 51,000 48,120
San Diego Regional Building Authority

Lease begirning October, 1991 4.60 - T.45% 2019 46,965 46,965
o:her Capitalized Leases with

various beginning dates from

Merch, 1975 to the present 6.85 - 14,108 1593-2020 26,982 1,799
Total Capitslized Leases o e | se.mm

Total _ $407,905 345,367
Accrued Pension Contributions _ _ 147,062
Claims and Judgments _ ' 0,506
Accumylated Unpaid Esployee Leave Benefits . | S1,855
Total Genersl Long-Tera Dett _ ) B % .

The lease reverwe bonds and certificates of participation of the building and civic oenter joint
power suthorities and the SMICAL nor-profit corporation listed shove are secured by annus! base
rental lease payments payable br the County for use of the facilities constructed or ecmpnmt
‘purchased from the debt prceeeds The capital Leases between the County and the Authorities and
Between the County and SANCAL have been eliminated for financial reporting pufposes and the related

" assets and debt (e.g., lease reverve bonds and certificates of participation of these authorities and
-smm) are reported 85 San lhego County*s assets and debt, respectively.

Changes in General Long-Term Debt during the year are sumarized as follows (in t_husands):

BALANCE | BALANCE
750 ADDITIONS  RETIREMENTS  6/30/92

Lease Reverwe Bonds/Certificates

of Participation. S $254,998 38,045 45,560 246,483
Capital Lease Obligations 96,093 50,710 7,99 98,884
Acerued Pension Contributions - 132,150 14,892 47,042
tlaims and Judgments 35,149 5,357 40,506
Accumulated Unpaid Exployes ‘

Leave Benefits . 47,576 4,279 | 51,855

"Tetal - $565,966 113,283 94,479 584,770
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The following is a schedule of debt sarvice requirements to msturity, including interest, for General
Long-Term Debt cutstanding at Jume 30, 1952 (in thousands). The amortizstion of the accrued pemsion
contributions is mot included since it is besed on actusl contribution rates in future yesrs, rather
thon a fixed schedule., Accumulsted unpeid esployee benefits aré excluded since they are budgeted in
the year which they are used and Liquidated. tlaims and ndp:ms are also exclnr.ied dn to

' umertmnty in detemmm the prohabte date of peyment. -

LEASE 'csmsxmes

CYEARS ENDING  REVEMUE oF -

“JUNE 30 BONDS ' 'PARTICIPATION LEASES TOTAL
1593 $ 14,857 13,557 10,567 39,002
199 , 13,777 1%,57% . 1048 38,840
195 9,857 © 14,561 T 19,330 34,748
- 1996 g 9,308 4,561 ‘16,329 34,198
1957 8,825 %,225 _ 7,956 31,007
1998-2002 4,164 70,925 45,280 160,349
. 2003-2007 . 4,07 70,606 38,998 - 153,767
008-2012 - 7,3 - B we= N3IT
20832017 3,720 CoATss 21,35
018-2020 . 10,606 10,606
Total 812,215 s i7R Tl 584,209

prior Year Defeasance of Debt :

In prior yeers, the County defessed certain lease revenue bonds by placing the proceeds of the
originel issue plus additional County contritutions in an irrevocable trust to provide 'for atl future
debt service payments on the old bonds. Accordingly, the trust account assets and the lisbility for

the defeased bonds are not included in the Canty's financial statements. At June 30 1992, 31271
willion of bonds outstanding are considered defeased.

Achvanee Refurding of Debt
San piego Capital Asset Leasing Corporations (SANCAL):

On Septesber 19, 1991, SANCAL issued $38.0 million in serial Certificates of Participation (COP) with
an average interest rate of 6.3 percent to advence refund $34.8 mitlion of 1987 serial COP with an
average interest rate of 7.7 percent. The net proceeds of $37.1 million (after payment of 5.5
wiilion in bond discount, underwriting fees, and other issuance costs) were used to purchase U.S.
govermiiant securities. Those securities were deposited in gn irrevocsble trust with an escrouw agent
to provide for ail future debt service payments on the 1987 COP. As & result, the 1987 COP are .
considered to be defeased and the Liability for those COP has been rewved from the genersl long-term
cebt account group. -

GANCAL advonce refunded the 1987 COP to reduce its total debt service payments over the mext 17 years

oy almost $482,000 and to cbtain an economic gain (difference between the present values of the debt.
service payments on the old and new debt) of $192,000.

Cc-29-




FINANCIAL REPORT OF SAN mm_m

Refinanced Long-Term Capital Lease ..
"San Diego Regional Building Authority:

on october Z 1991 the San Dlego Regional Bul ldmg Mhenty ('the Authority™) issued “6,965,@ in
serial Certificates of Participation (COP) uwith meturities from 1991 fo 2019 and an average 'mtemt
rate of 6.5 percent to advance refuxd 363.2 miilion of 1989 serial COP with an average interest rate
of 7.6 percent. The net proceeds of $45.7 million (after peyment of $1.3 million in bond discount,
underwriting fees, bond imvestors assurance premium and other issusnce costs) were used to purchase
U.S. goverrment securities. Thése sécurities were depasned in an irrevocable trust with an escrow
agenttoprov:deforall funredebtsewwepamtsmmewmm As a result of the
Murthority's advance refunding, the County sas able to redxe jts total lease payments to the
Authority over the next 29 years. by $4.6 million and to obtain an ‘economic gain (difference betuten
the present values of the lease payments on the otd and few capital Lesse) of $1.8 millicn.

PmlETm FUND 'I’YPE LOKG-TERM DEBI'

Proprietary fund type tong-term debt consists of reverme bonds {oons payabie, contracts mlble,
tandfill elosure, uﬂ unpaid accumstated employee leave benefits. The revenue bords are general
obligaticns of the issuing drstrlct and as such, the district is empowered and obligated to levy ad
valorem taxes ipon sll taxable property within the district without Limit a5 to rate or amount for
the purpose of paying the pﬂn:rpal and interest.. The bonds are also peysble from mtrtcted ‘Sesier
service revenues of the -issuing d:str:c:s. A schedule of Proprietary.Fund Type Long-Term Debt is ac
follows (in theusands): e t : o ‘

Fimal . Amount

- Interest Maturity  Original Sutstanding

Obligati on o Rate Date . _Amount 6/30/92
Alpine Sanitation 19708 ° ' 6.70 - 7.00% - 2002 3288 s 180
County Service Ares £ - 5.00% 2012 438 : 320
Total Revenue Bonds 723 500
Loans: . L . -

" Julian Senitation S 5.3% 2003 81 3
Total B S _ o . sms& . s 538
_Contrac_:t'ﬁsyable Spring valley ~ e ) o : , 1,229 .

- Landfill Closure-Solid Waste _ o 12,428

- Unpaid Accumulated Employee ‘ L

. Lesve Benefits h ‘ ‘ : L2
Total Proprietary Fund Type Long-Term Debt . : Sm
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The following is a schedule of debt service reqsirmm:s, to maturity, including interest, for
Proprietary Fund Type Revenue Bonds and Loans outstanding at Jume 39, 1992 (in thousands):

YEARS ENDING " REVEME

JWE 30 . BOWDS LoANS TOTAL
1993 $ 53 ‘- 57
199 51. 5 56
1995 50 3 56
1996 48 5 | 53
1997 6 - 5 51
1998-2002 8 =3 281

. 20032007 130 5 135
2008-2012 = — 122
Totat e -2 &

I.

.

SPECIAL | Asew DEBTV

The County Treasurer/Tax Collecter acts as an agent for property owners and bondholders in collecting
and foruarding special assessment monies. The County is not cbligated for repayment of any special
assessment bordds and all special assessment debt is solely the cbligstion of verious separate

‘' govermmental agencies. The amount of special assessment debt outstau:ng for which the County is a -

fiduciary is $28.8 million at June 30, 1992.
DEFERRED COMPENSATION PLAN

The County offers its employees a deferred compensation plan created in accordance with Internal
Revenue Code Section 457. The plan, available to all County employees, permits them to defer s
portion of their salary until future years. The deferred conpensation s not aveilable to employees
until termination, retiresent, desth, or unforesesable emergency. All amaunts of compensetion
deferrad under_the ptan, all property ard rights purchased with those amounts, and ali income
attnhutable to those amounts, property, or rights are (until paid or made available to the empioyee
or other beneficiary) solety the property and rights of the County (witheut being restricted to the
provisions of benefits under the plan), subject only to the claims of the County's gemeral creditors.
Participants! rights under the plan are equal to the fair market value of the deferred accont for
each participant. . :

It is the opinion of the County legal counsel that the County has.no Liability for Lesses under the
plan, but does have the duty of due care that would be required of an ordinary prudent investor. The
County believes that it is unlikely that it will use the assets to satisfy the clzims of general
ereditors in the future.

 The assers and Lisbilities of the deferred compensation plan are accounted for in an agency furd of

the County. Total assets of the plan at June 30, 1992, are valued at $79.1 million and are reported
at market valve.
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K. INTERFUSD BECEIVABLE AND PAYABLE BALANCES

Individuat Fund interfu'_d r_eaeivable and paysble balances at June 30, 1952 were (ir_t M): .
Interfund Interfund
Receivable - Paveble

General Fund - : $270 435 $_7.081

Lo

Special Revenue Furds: : ‘

" Rosd Fund : ' o 2,341 &25
Survey Mormment Preservation Fund 3
Grazing Lands Fund .

Fish & Game Propagation Fund 1

County Library Fund ' %9 126
Asset Forfeiture Progras fund . . 100, 217
Special Aviation Fund 3 &8
Cable TV Fund , 3% 1,30
Park Land Dedication Fund =7 C TR
Nenprofit Corporation funds ‘ 40 53
‘Redevelopment Agency Funds e : 12 3
County Service Ares Funds . - : Y 306 - 8-
¥lood Control District Funds - : ) 190 T2
Housing Authority Fund T - : 129 549
Other Special District Funds : 28 _153
Totatl 3,785 _6.373
Debt Service Fundis: : :
Norprofit Corporation Funds -~ I 7 Y -
Joint Powers Authorities Funds™ - : ’ &% : &79
Total 1,889 _ 1,00
Capital Projects Funds: :
tapital Dutlay Funds o T 4,060 T 5,836
Ecigemoor Devel opment Fund S : ‘12 i
Norprofit Corporation Funds 962 3,518
Redevelopaent Agency Furcs &29 240
“Joint. Pouers Authorities Funds 478 32 ]
Totat - A
Enterprise funds: ‘
Airport Fund 383 129
" Liquid Weste Fund 362 346
Transit Fund 58 28
Solid Waste Fund ' : 1,083 478
Sanitation & Water Distriets Funds 505 2
Total s 1305
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K. Interfund Receivable and Paysble Balances (in thousands) - Cortinued

Interfnd  interfund
Receivable Payable

1mternal Service Funds:

Road & Commnication Funds 702 &3
Purchasing Funds ) 326 )
Other Niscel laneous Furxis wo 31 121
Totsl 1,057 814
Trust and Agency Funds: :
Pension Trust Fund . . . . 3,599 54
Property Tax Collection Funds : 7,558 13,647
Interest Apportiorment Fund © _ T 2,589
County Departmental Funds 14,806 30,106
Special Purpose Funds 13,551 - 223,446
funds Reld for Special Z School Districts Funds 11,765 15,181
Total - - 0,07 312,408 .
Total SIITO75 sI|707

- - SEGMENT INFORMATION FOR ENTERPRISE FURDS

The County maintains four Enterprise Funds which provide airport, Liquid and solid waste, and transit
services. Segoent information for the year ended June 30, 1952, for thuse funds and ten sanitation and
water districts for which the Board of Supervisors has ewersight responsibility was as follows tin

SANITATION
U SOLID '~ AND WATER

AIRPORT  WASTE = TRAMSIT WASTE DISTRICTS  TOUALS

Operating Reverue $ 3,536 5,041 6,106 40,456 1,357 £6,511
bepreciation : 5% . Bm & 1,020 910 2,97
Operating Income or (Less) 304 €%28) 644y (8,226 1,272 7,720)
Tax Reverwe -g- -0~ ~0- -0- & o
Grent Revenue 568 "1 -0- &5 -0- 634
Other Noncperating Revenue 599 29 168 4,609 3,17 8,552
Nonoperating Expenses 2 -0~ -0- . 172 185 359
- Nonoperating Income of (loss) 1,165 | 188 4,502 3,000 ° B,8%
Net lncome of (Loss) . - 1,469 (396) 476y - (3,726) © o281 1,15
cagital Contritutions - N . -0- 97 9 2r2 7,

Plant, Property and Equipment: . I : : )

Additions R 455 2 116 14,638 1,80 17,051
Delutions 8 2 19 7% o COWE
et Working Capital 6,303 250 -g- 52,622 35,238 8,413
Total Assets 22,186 - 949 5,030 73,602 75,036 179,781
Total Equity - 21,621 218 2,798 54,809 68,707 148,153
Long-Yerm Liabilities ' pe 202 -9~ 12,865 1,767 14,907
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5, CONTRIBUTED CAPITAL

During fiscal year 1991-92 contrihned_capital _in:rease_cl or decreased by the following amounts {in
thousands): . . o

Enterprise Ffunds
SANITATION
o RCT: L I SOLID  AND WATER
SOURCE ' ) AIRPORT HASTE ' TRANSIT MASTE DISTRICTS
Capitat Grants $ o7
Developeris Contributions 272
" Goverrment's Contributions 1 - 9,
Total Additions {Reductions) 1 -0~ 97 L o4
Aenm!aﬁd Depreciation on _
Grant Funded Fixed Assets : (1,689
t:mtr_ihuted Capital, July 9 14532 &8S 4,390 5,651 _ 15,613
Contributed Capital, June 30 $i4, &85 2,798 5,680 15,885
Internal Service Funds
ROAD AN SPECIAL -
. o COMMUNICATION DISTRILT OTHER .
SOURCE EQUIPMERT PURCHASING LOANS RISCELLANEDUS
Governments' Contributions s 80 -8- [e)) =0~
Total Additions (Reductiens) 80 -0- 4 ) -0-
tontributed Capital, July 1 _ 11,896 1,174 906 49
Contributed Copitat, June 36 $ 11,976 1,17% 905 &9

€. COMMITMENTS AND CONTIMGENCIES

A. LITIGATION

In addition to the accrued tiability for litigation and Workers Compensation claims described in Kote
3E, the County has a potential tiability of $23.4 miliion that could result if unfavorable: final
decisions were rendered in numerous lawsuits to which the County is a named defendant. Appropeis-
tions are budgeted annually for those portions of obligations coming due that fiscal year. Estimates
of potential liabilities described above include estimetes of claims incurred, but not reported:at
June 3_0, 1992, : i
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E.

UNRECORDED LEAVE BENEFITS

County esplioyees have unrecorded aceumuisted benefits of spproximately $66.6 million in sick lesve.
These benefits are not payshble to employees upon termination and are normelly liquidated in future

- years a5 esployees elect to use their benefits as prescribed by Civil Service rules and regutations.

Accumulated vacation, sick leave, amd coopensatory time off for which esployees are eligible for

_payment upon separation has been recorded as current or long-term lisbilities in the sppropriate

funds or Lorg-Term Debt Account Group as described in Note 1E.
TAX_AND REVEMUE ANTICIPATION NOTES

At June 30, 1992, $200.3 million of Tax and Revenue Anticipation Notes issued during fiscal year

‘ 19?1-92— were still outstanding. Monies for full redesption of these notes were fully segregated in N

separate repsyment fund at June 30, 1992, and subsequently used to redeess the notes on July 3%, 1952,
The liability for these notes is shown in the General Fund. On July 1, 1992, and on July 30, 1992,
the County issued $260 million and $100 million, respectively, of Tax and Revenue Anticipstion notes
to finance fiscal year 1992-93 Generai Fund cash flow requirements.

THIRD PARTY DERT

Nortgage Revenue Bonds

Single Family Mortgage Reverme Bonds have been issued to provide funds to purchase mortgage loanc

secured by first teust deeds on newly constructed and existing simglte-femily residences. The purpose
of this program.is to provide low interest rate home mortgage Loens to persons of low or moderate
income who are unable to qualify for conventional mortgages at market rates. Multi-family Nousing
Revenue Bords are issued to provide construction and permanent financing to developers of multi-
family residential rental projects Lecsted in the County to be pertisily occupied by persens of tow
or moderate income, Between December 1980 and December 1985, the County issued $119,334,000 of
lortgage Revenue Bonds,

Industrial Development Revenue Bonds

Industrial Development Revenue Bonds have been issued te provide firancisl assistance for the
acquisition, construction, and instaliation of facilities for industrial, commercial, or business
purposes to mutually benefit the citizens of the County. The County issued $3,500,000 of such bonds
in October 1987, :

. Mortgage Revenue Bonds and Industriat Development Revenue bonds, together with interest thereon, are

Limited obligations of the County payable solely from bond proceeds, revenues and other amounts
derived solely from home mortgage and developer loans secured by first deeds of trust, irrevocable
letters of credit, and irrevocable surety bonds. In the opinion of County officiats, these bonds are
not payable from any revenues or assets of the County, and neither the full faith and eredit nor the
taxing sutherity of the County, the State or any political subdivision thereof is cbligated to the
paynent of the principal or interest on the bonds. Accordirgly, no habnhty for these bonds have
been reoorded in the General Long-Term Debt Account Group.

FEDERAL_PROGRAMS

“The County participates in a rerber of federsl financial assistance programs. Although these

programs have been audited in accordance with the provisions of the Single Audit Act of 1984 through
dune 30, 1991, the resolution of previously identified questioned costs has net occurred. The
amount, if eny, of expenditures which may be disat Lowed by the granting agencies cannot be determined
at this time, although the County expects sur.:h anounts, TF any, to be tmterral.
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Payment
Date

September 1, 1993
March 1. 1994
September 1, 1994
March 1, 1995
September 1, 1995
March 1, 1996
September L. 1996
March 1, 1997
September 1, 1997
March 1. 1998
September 1, 1998
. March 1. 1999
- September 1, 1999
March 1, 2000
September 1, 2000
March 1, 2001
September [, 2001
March-1, 2002
September 1. 2002
March 1, 2003
September 1, 2003
March 1, 2004
September 1, 2004
March 1. 2005
September 1, 2005
March 1. 2006
September 1. 2006
March 1. 2007
September 1, 2007
March 1, 2008
September 1, 2008
March 1. 2009
September 1, 2009
- March 1, 2010
September 1. 2010
March 1. 1011
September 1, 2011
March 1, 2042
September 1, 2012
TOTAL

APPENDIX D

BASE RENTAL PAYMENTS

Principal
6475000

9,305,000
9,625,000
9.675.000
1,095,000
10,550,000
11,015.000
11.565.000
12,150,000

12,770,000

13.450,000.

14180000

14,945 400

- 15,800,000

12,400,000
7.600.000
7.000.000)
7.400.000
3.600.000

3.800.000

*Does not include acerued interest.

Interest

3.006.540.25*

477177500
4.771.775.00 -

4.632.2001,00
4.632.200.00
4.463.762.50

4.463.762.50 -

4.276,309.38
4,276.309.38
4.068,100.00
4.068,100.00
383731875

3.837.318.75 .

3.589.481.25
3.589481.25
3.314.812.50
3.314.812.50

- 3.011.062.50

3.011.062.50

- 2.691.812.50
2.691,812.50

2.347.156.25
2.347.156.25
1.974.931.25
1.974 931.25
1.582.625.00
1.582.625.00
1.167.875.00
1.167.875.00
826.875.00
826.875.00)
613.125.00
613.125.00
416.250.00
416250100
20%.125.00
208.125.00
106.875.64)
116.875.00

YR.BO7.4584.03

Totd

Y AR E.54(128%
4.771.775.00
[4.076.775.00
4.632.200.00
14.257.200.00
4.463,762.50
[4,138.762.5()
4.276.309.38
14.371.,300.38
4.06%.100.0%)
14.618.100.00
3.837.318.75
14,852 318.75
3.589.481.25
15,154 481 .25
3.314.812.50
15.464 812.50
3.011.062.50
(1578106250
C O 2.691.812.50
16.141.812.50-
1 2.347.156.25.
16.527.156.25
197493125
16.919.93].25
1.582.625.00
17.3%2.625.00
I 167.875.00
13.567.875.00
826.875.00
8.426,875.00
613.125.00
7.613,125.00
416,250.00
7.816,250.00)
208.125.00

- 3ROK.125.00
106.875.00
3.906.875.00
302.207.484.03
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APPENDIX E

SUMMARY OF PRINCIPAL LEGAL DOCUMENTS

Presented below are brief outllnes of certaln
provisions contained in the agreements to be signed in connection
with the delivery of the Certificates. 'Such outlines are not-
considered full-descriptions pertalnlng thereto. Reference is
directed to each agreement for the ‘complete text thereof. Copies
of sald documents are available from the County.

' DEFINED TERMS

"Admlnlstratlve Expense Fund" means the- fund of that
name established pursuant to the Trust Agreement.-

"AMBAC Indemnity" shall mean AMBAC Indemnlty
Corporation, a Wlscon51n d0m101led stock insurance company

"Authorized Denomlnatlons" means $5 000 or any 1ntegra1
multlpLe therecf.

"Base Rental Account" means the account of that name
established pursuant to the Trust Agreement.-

-"Bu51ness Day“ means a day .which is not a Saturday or
Sunday or a day on which banklng institutions are authorized or
required by law to be closed in the State for commerc1al banklng
purposes.

"Certificate Fund" means the fund of that name
establlshed pursuant to the Trust Agreement.

"Certlflcate Register" means the registration books of
the Trustee with respect to the Certificates.

"Costs of Issuance" means all the costs of executing
and dejlverlng the Certificates, including, but not limited to,
all printing and document preparatlon expenses in connection with
the Trust Agreement, the Facilities Lease, -‘the Lease Agreement,
the Assignment Agreement, the Certlflcates, the preliminary
off1c1al statement and the official statement pertaining to the
Certificates; rating agency fees; CUSIP Service Bureau charges;
market study fees; credit enhancement fees; title insurance
premiums; legal fees, any computer and other expenses incurred -in
connection with the Certlflcates, the initial fees and expenses
of the Trustee (including without limitation, origination fees
and first anrual fees payable . in- advance), financial advisor
fees, and other fees and expenses incurred in connection with the
sale, execution and delivery of the Certificates or the




implementation of the financing for the Facilities, to the extent
such fees and expenses are approved by the County Representative.

_ "Costs of Issuance Fund" means the fund of that name
established pursuant to the Trust Agreement. -

"County Representative" means the Chief Administrative
Oofficer of the County or another official designated by such .
officer and authorized to act on behalf of the County under or
with respect to the Trust Agreement and all other agreements
related hereto. .

"Credit Facility" means any line of credit, letter of
credit, insurance policy, surety bond or other credit source
depos1ted with the Trustee pursuant to the Trust Agreement with a
provider whose long-term unsecured debt is rated "AA" and "Aa" or
better by Moody’s and S&P, respectlvely

"Facilities" means the real property described in-
Exhibit A to the Lease Agreement and any facilities and
1mprovements located thereon, or any property substituted for the
Facilities described in Exhibit A in accordance with Sectlon 16
of the Lease. .

"Independent Counsel" means an attorney:or firm of
attorneys of recognized national standing in the field of
municipal finance selected by the County

"Interest Account" means the account of: that name
established within the Certificate Fund pursuant to the Trust.
Agreement. :

"Investment Earnlngs" means 1nterest received or other.
income realized in respect to the investment of money on deposit
in any fund or. account maintained hereunder (other -than amounts
on deposit in the Earnings Fund). . -

"Munlclpal Bond Insurance Policy" shall mean the
mun1c1pal bond insurance policy issued by AMBAC Indemnity :
insuring the payment when due of .the principal of and interest on
the Certificates as provided 'in the Trust Agreement.

"gutstanding" when used as of any partlcular time with -
respect to any Certificate, means-any Certificate theretofore
executed and dellvered by the Trustee under the Trust Agreement
except &

(1) any Certificate theretofore cancelled hy the Trustee or
surrendered to the Trustee for cancellatlon,

(2) any Certlflcate for the payment or prepayment of whlch

money or cash or Federal Securities in the necessary
amount shall have theretofore been deposited with the
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Trustee (whether on or prior to the maturity or
prepayment date of such Certificate), provided that, if
such Certificate is to be prepaid prior to maturity,

.~ notice of such prepayment shall have been given as
provided in the Trust Agreement or provision
satlsfactory to the Trustee shall have been made for
the giving of such notice; =

(3) .any Certificate purchased by the County;

(4) any Certificate in lieu of or in exchange for which
another Certificate or other Certificates shall have
been executed and delivered by the Trustee pursuant to
the Trust Agreement

#Owner" means the registered owner, as indicated in the
Certlfacate Register, of any Certificate. :

: "Payment Date" means September 1 and March 1 in each
year, commencing September 1, 1993, until the maturity or earlier
prepayment date of the Certificates. ‘ '

"Prepayment Account" means the account of that nane
established within the Certlflcate Fund pursuant to the Trust
Agreement. .

"Principal Account" means the account of that name
established within the Certlflcate Fund pursuant to the Trust
Agreement.

_ "principal Office of the Trustee" means the corporate
trust offlce of the Trustee located in Los Angeles, California.

"Record Date" means the close of bu51ness on the
fifteenth (15th) day of the calendar month next preceding any
Payment Date.

_ "Reserve Requirement” means, as of any date of
calculation, the least of (i) the maximum Base Rental payable by -
the County in any Lease. Year between such date of calculation and
the expiration of the Lease Term; (ii) ten percent of the
‘aggregate principal amount cutstanding of the Certificates (less
original issue discount, if any, plus premium, if any); and (iii)
125 percent of the average annual Base Rental payable by the
County in any Lease Year between such date or calculatlon and the
expiration of the Lease Term.

"Trustee" means State Street Bank and Trust Company of
California, N.A., Los Andgeles, California, or any successor
trustee appointed pursuant to the Trust Agreement.




THE ' LEASE AGREEMENT

Under the Lease Agreement, the County promises to pay
Base Rental from legally available funds payments for the use and
occupancy of the Facilities. - Base Rental payments will be used
to pay amounts designated as principal and interest with respect
to the Certificates. The County also promises to pay Additional
Rental, consisting of taxes and assessments levied upon the
Facilities, insurance premiums, the fees and expenses of the
Trustee to the extent not paid out of the proceeds of the sale of
the Certificates, and any other fees, costs or expenses incurred
by the Corporation or the Trustee in connection with the Lease,
the Trust Agreement and the transactions related to the
Facilities. The Lease is a triple net lease and the County is
obligated accordingly to pay all utility charges, maintenance
expenses and other costs associated with the operation and
possession of the Facilities. '

Base Rental payments are due and payable by the County
on each September 1 and March 1, commencing September 1, 1993
until maturity or such earlier time as all the Certificates shall
have been paid. To secure the performance of itsg obligation to
pay Base Rental payments when due, the County has promised to
deposit Base Rental payments due September 1 and March 1 of each’
year with the Trustee on or before the next preceding August 15
and February 15, respectively. In lieu of making deposits
described in. the preceding sentence, on or before each August 15
or February 15, as the case may be, the County may deposit with
the Trustee Qualified Investments which mature on or prior to
September 1 and March 1, respectively, sufficient in amount
(without reinvestment) to provide for the payment of Base Rental
within the terms of the Trust Agreement; provided, however,  in no
event shall the County be relieved of its obligation to make Base
Rental Payments in the amounts payable on each September 1 and
March 1, respectively.  In the event .any such date or: deposit is
not a Business Day, such deposit shall be made on the: next
succeeding Business Day. The amounts required to be deposited
with the Trustee, however,; will be reduced to the extent of
available amounts on deposit on such date in the Base Rental
Account, the Interest Account and the Principal Account of the
Certificate Fund established under the Trust Agreement. :

;The_County has covenanted to take such action as may'be
necessary to include all Base Rental and Additional Rental due
under the Lease in its annual budget and to make the nhecessary

annual appropriations thereof except to the extent such payments
aré abated pursuant tc the Lease.

‘ The obligation of the County to make Base Rental and
Additional Rental in the amounts and on the terms and conditions
specified under the Lease is absolute and unconditional, without
any right of set-off or counterclaim and subject to abatement
only in accordance with the terms of the Lease. Except to the
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extent of (i) amounts held by the Trustee in the Interest Account
or Principal Account of the Certificate Fund or by the County in
the Reserve Fund, (ii) amounts received in respect of rental
interruption insurance or liguidated damages, and (iii) amounts,
if any, otherwise legally available to the Trustee for payments:
in respect of the Certificates, rental payments due under the
Lease will be subject to abatement only during such periods in:
which there is substantial interference with the County’s use and
right of possession of the Facilities by reason. of material
damage or destruction to, or condemnation of, the Facilities or
any portion thereof, or defects in title to the real property on
which the Facilities are.situated. The amount of rental '
abatement shall be such that the resulting rental payments in any
Lease Year during which such interference continues (excluding
any anmounts described.in clauses (i), (ii) or (iii) in the
preceding sentence) do not exceed the fair rental value of the
portions of the Facilities-as to which such damage, destruction;
condemnation, or title defects do not substantially interfere
with the County’s use and right of possession, as evidenced by a
certificate of a County representative. Any rental abatement
will commence with the date of interference resulting from such
damage, destruction, condemnation, or title defect and end with
the restoration of the Facilities to tenantable condition. ‘

: . The Lease term begins on the Closing Date and ends on
the earliest of (a) September 1, 2012; (b) the date the
Certificates have been paid or provision for their payment shall
have been made in accordance with the provisions of the Trust
Agreement; (c) the date of termination of the Lease due to
casualty or condemnation of the Facilities in accordance with the
terms of the Lease; or (d) the date of the closing of the sale of
the Corporation’s right, title and interest in the Facilities
pursuant to the exercise of the County’s option to purchase the
Facilities in accordance with the terms of the Lease.

R _ Tf the Facilities, or so much thereof as to render the
remainder of the Facilities unusable for the County’s purposes
under the Lease, are taken under the power of eminent domain,
then the Lease shall terminate as of the day possession is taken,
or, if the County . is the condemnor, then the Lease shall
terminate as of the date of entry of the interlocutory judgment.
If less than all of the Facilities are taken under the power of
eminent domain, and the remainder of the Facilities are :
tenantable for the County’s purposes, then there shall be an
‘abatement ‘of rental payments only to the extent to which there is
_substantial interference with the County’s use and right to
possession of the Facilities and the Lease shall continue in full
. force and effect as to such remaining portion of the Facilities.
Any award made in eminent domain proceedings for the taking of -
all or a portion of the Facilities shall be paid to the Trustee
for -application in accordance with the provisions of the Lease
and Trust Agreement, as described below. = g




Proceeds of insurance (except rental interruption
insurance), including the proceeds of any self-insurance fund,.
and of any condemnation awards received on account of any damage,
destruction, or taking of the Facilities, or portion thereof, are
to be deposited with the Trustee and, except as otherwise K
provided .in the Trust Agreement, either used for repair or
replacement. of the Facilities or applied to the mandatory
prepayment of Certificates. N

During the term of the Lease, the Trustee, as the
assignee of the Corporation, will hold all of the Corporation’s
right, title and interest in and to the Lease and the Facilities
Lease (other than the Corporation’s right to indemnification
under the Lease) in accordance with the Assignment Agreement.
Upon payment by the County of all Base Rental and Additional
Rental required by the Lease, Or .upon the closing of the sale of
the Corporation’s right, title and interest in the Facilities to
the County or its assignee or nominee pursuant to the exercise of
the County’s option to purchase the Facilities; in accordance
with the terms of the Lease, the Corporation’s interest in the
Facilities, and any improvements thereon or additions thereto,
will be transferred directly to the County or its assignee or.
nominee free and clear of any interest of the Corporation or the
Trustee. The County has the exclusive right and option to
purchase all of the Corporation‘s right, title and interest in
the Facilities on any business day upon payment of the applicable
option price, provided that at the time of exercise the County .is
not in default under certain sections of the Lease. : : -

: ' The Lease contains other covenants including but ﬁot-
limited to the following, by which the County agrees:

(i) to maintain the Facilities in good order, condition and
repair; : _ o -

(ii) to repair or replace any portion of the Facilities that
: . is destroyed or damaged by .any of the risks required to
" be insured against pursuant to .the lLease to such an
extent that there is substantial interference with the
use and right of possession by the County of the
‘Facilities or any portion thereof which would result .in
an abatement of rental payments pursuant to the Lease,
whether or not there are sufficient insurance proceeds
to pay for such repair or replacement; provided, B
however;, that the County shall not be required to
‘repalir or replace any such portion of the Facilities if.
.there shall be applied to the prepayment of Outstanding
Certificates insurance proceeds -or other legally. '
available funds sufficient to prepay (x). all of the
Certificates Outstanding, or (y) any portion thereof
and the resulting rental payments under the Lease in
any Lease Year following such partial prepayment do not
exceed the fair rental value of the portions of the
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Facilities which are not damaged or destroyed to such
an extent that there is substantial interference with

the use and right of possession by the County as
determined by a County Representative;

(a) to maintain insurance agaihst'lcss_or démage to the

Facilities known as "all risk," including flood (but
‘excluding earthquake), in an amount not less than the
lesser of the full replacement value of the Facilities
or the aggregate principal-amount'of,the‘Certificates
- at such time outstanding, with a deductible not to
exceed $100,000 per occurrence except for flood, in
‘which case the deductible may not exceed $250,000 per
occurrence (or to self-insure or self-fund against such
claims), provided, however, that the County may obtain
such coverage asg a joint insured with one or more other
public agencies located within or without the County of
'~ San Diego so long as the total coverage for all
insureds under this clause (a) and clauses (c) and (e)
below is not less than.$100,000,000 ($50,000,000 in the
case of flood) per occurrence; (b) to maintain
commercial general liability coverage ‘against claims
for damages including death, personal injury, bodily
injury, or property damage arising from operations
involving the Facilities, with a combined single limit
of not less than $5,000,000 per occurrence with respect
to bodily injury, death or property damage liability,
or such greater amount as may from time to time be
recommended by the County’s risk management officer or
~an ‘independent ‘insurance consultant retained by the
County for that purpose (or to self-insure or self-fund
against such claims); (c) in the event such coverage is
not included in clause (a) above, to maintain boiler
and machinery coverage against loss or damage by
explosion of steam boilers, pressure vessels and
similar apparatus now or hereafter installed in an
amount not less than the lesser of the full replacement
value of the Facilities or the aggregate principal
amount of the Certificates at such time Outstanding;
provided, however, that the County may obtain such
coverage as a joint insured with one or more other.
- public agencies located within or without the County of
San Diego so
insureds under clause (a) above, this clause (c¢) and
clause (e) below is not less than $100,000,000
($50,000,000 in the case of flood) per occurrence; (d)
to maintain workers’ compensation insurance issued by a
responsible carrier authorized under the laws of the
State to insure employers against liability for
compensation under the Labor code of the State, or any
act enacted as an amendment or supplement thereto or in

- lieu thereof, such workers’ compensation insurance to
cover all persons employed by the County in connection
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with the Facilities and to cover full liability for:
compensation under any such act (or to self-insure or

“self-fund against such claims); and (e) to maintain
rental interruption insurance to cover loss, total or
partial, of the use of any part of the Facilities as a
result of any of the hazards covered by the insurance
‘required pursuant to clause (a) and clause (c) above in
an amount sufficient at all times to pay the total rent
payable under this Lease for a period adeguate to cover
the period of. repair or replacement, and in an amount
equal to at last two years’ Base Rental for the entire
" Facilities, provided, however, that the County may
obtain such coverage as a joint insured with one or
_more other public agencies located within or without
' the County of San Diego so long as the total coverage
 available to all insureds under this clause (e) and
clauses (a) and (c¢) above is not less than $100,000,000
($50,000,000 in the case of flood) per occurrence, and
provided further, that amounts payable for coverage
available under clause (a) or (c) above may reduce
amounts payable under this clduse (e). The County is
not required with respect to the insurance described in
© clauses (a), (b), (c¢) and (d) above, to maintain any
policies of insurance other thanh standard policies of
,insUrance_with_standard;deductibles,offered_by
reputable insurers at a reasonable cost on the open
market; provided, however, that in the event the County
~ is unable to obtain-Such‘policies ofpinsurance at a
reasonable cost of the open market, the County shall
‘self-insure or self-fund to ‘the extent permitted under
" the Lease; T o R Lo

(iv) to observe and comply with all rules, regulations, and
© laws applicable to the County with respect to the
Facilities and the ‘operation thereof; and

(v)  to take action to pay or conteést any liens or other
' ‘encumbrances which may attach to the Facilities.

The County may sublease all or any portion of the
Facilities or grant concessions to others for the use of all or
part of the Facilities and may assign its right to exercise the
option to purchase the Corporation’s right, title and interest in
the Facilities, but the County will remain liable for all of its
obligations under the Lease. No sublease or use of the
Facilities is permitted which would cause the interest component
of the Base Rental payments to become included in gross income
for federal income tax purposes or to be subject to California
personal income tax. S ‘ ot T

. The County may substitute, add to or improve the
Facilities, provided the fair rental value of the Facilities is
not thereby reduced. Title to personal property, equipment or
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fixtures placed by the County on the Facilities will remain in
the County. , : _

_ ‘Events of Defaults under the Lease con51sted of the
follow1nq. ' _

(i) Any failure of the County to deposit with the Trustee
the Base Rental payments requlred to be deposited. -
pursuant to the Lease by the close of business on the
.day such deposit is requlred to be made;

(ii) Any failure of the County to pay any item .of Additional
" Rental as and when due and payable pursuant to the
.‘Lease, or :

(iii)  Any failure of the County to. observe or perform any
.. other terms, covenants or conditions contained in the.
‘Lease for a period of 30 days after written notice
thereof from the Corporation. to the County or, if such
breach cannot be remedied within such 30-day perlod
~ failure of the County to institute corrective action
" within such perlod and dlllgently pursue the same to
~completion. ‘

EVen if the County has breached the Lease and abandoned
theAFa01L1t1es, the Lease shall continue in effect for so long as’
the Trustee, as assignee of the Corporation, does not termlnate -
the County’s right to possession, and the Trustee, as assignee of -
the Corporation, may enforce all of its rights and remedies under
the Lease,_lncludlng (i) the right to recover rent as it becomes
due under the Lease and (ii) the right to retake possession of
the Fa01L1t1es and lease the same or any portion thereof for the.
account of the County, holding the County llable for any
difference between the amounts thereby received and the amounts
payable by the County under the Lease. Without llmltlng any
other rémedies available under the Lease or at law or in equity,
the Corporation expressly retains any rights it may have to
terminate the Lease or the County’s right to. possession of the
Facilities on. account of any default of the County under the
Lease.

The Trustee, as a581gnee of the Corporation, shall use
reasonable efforts to not exercise its remedies under the Lease
so as to cause the 1nterest portion of the Base Rental payments :
to be inc¢luded in gross income for federal income tax purposes or
to be subject to California personal income taxes. In no event
shall the Trustee, as assignee of the Corporation, have the rlght
to accelerate the payment of any Base Rental under the Lease.

: .. The Lease may be amended only in accordance with and as
permltted by the terms of the Trust Agreement. . :




THE TRUST AGREEMENT

Under the Trust Agreement, the County will hold the
Costs of Issuance Fund, the Reserve Fund, the Administrative
Expense Fund, the Certlflcate Fund and the Earnings Fund and will
invest, transfer and disburse moneys on deposit therein. Subject
to the terms of the Trust Agreement, all amounts on deposit from
time to time in the funds and accounts established pursuant to
the Trust Agreement (except the Costs of Issuance Fund,
Administrative Expense Fund and the Earnings Fund) are pledged to
the payment of the Certlflcates

The Costs of Issuance Fund. The Costs of Issuance Fund is
established for the purpose of paying the costs of the execution
and delivery of the Certificates. Such costs will be paid from
the amounts on deposit in the various accounts and subaccounts of
the Costs of Issuance Fund in accordance with the Trust
Agreement. Any amounts remaining in the Costs of Issuance Fund
-on the date on which all Costs of Issuance have been paid shall -
be transferred to the Trustee, which shall, at the direction of
the County, apply such money either (1) to the Prepayment Account
of the Certificate Fund and applied in accordance with the Trust
Agreement, or (ii) ‘to the Base Rental Account of the Certificate
Fund for payment of principal of and interest with respect to the
Certificates in accordance with the Nonarbitrage Certificate.

The Certificate Fund. Moneys deposited in the Certificate Fund
are to be paid to the Owners of the Certificates as reguired by
the Trust Agreement. The Basé Rental Account in the Certificate
Fund is established to receive all Base Rental payments, proceedsﬁ
of rental interruption insurance, and liquidated damages with
respect to the Facilities. The Trustee will transfer from the _
Base Rental Account to the Interest Account and Principal Account
of the Certificate Fund on each Payment ‘Date an amount which,
together with the money on deposit in the Interest Account and
Principal Account, equals the interest, the and principal then
due or required to prepaid on such Payment ‘Date with respect to
the Certificates. Any amounts remalnlng in the Base Rental
Account after the above transfer is made will be transferred to.
the following funds and accounts in the follow1ng order of’
priority: (i) the Reserve Fund to the extent that the amount
therein is less than the Reserve Requirement, (ii) the
Administrative Expense Fund to the extent that the ‘amount: thereln
is less than $20,000, (iii) the Interest Account of the , '
Certificate Fund to the éxtent necessary to make the total
amounts 6n deposit therein equal to the amount of the 1nterest
component of the next succeeding Base Rental payment, and (iv)
the Principal Account of the Certificate Fund to the extent
necessary to make the total of the amounts on deposit therein
egual to the amount of the principal component of the next
succeeding Base Rental payment. Amounts not requlred to be SO
deposited shall be remitted to the County.




Amounts in the Reserve Fund are to be transferred into
the Certificate Fund when there are insufficient funds in the
Certificate Fund to pay the principal and interest due on any
Paymerit Date. Dellnquent Base Rental payments, proceeds of
rental 1nterruptlon insurance and any liquidated.damage awards
deposited in the Base Rental Account will be transferred first,
‘to the Interest Account of the Certificate Fund for payment of
past due interest payments with respect to the Certificates, and
second, to the Principal Account of the Certificate Fund for
payment of past due principal of any Certificate, and then into
the Reserve Fund to the extent that the amount therein is less
than the Reserve Requiremeént. - Any remaining money representlng
dellnquent Base Rental payments and any proceeds of rental
interruption insurance and liquidated damages will remain in the
Base Rental Account in the Certificate Fund to be applled in the
manner provided in the Trust Agreement,

Except as noted below, all proceeds of insurance (other

‘than rental 1nterruptlon 1nsurance) or condemnation awards not

applied to the cost of the repair, reconstruction or replacement
of the Facilities will be deposited by the Trustee in the
Prepayment Account of the Certificate Fund arnd applied.to the
prepayment of Certificates in the manner provided under the Trust
Agreement. ‘Upon the repair or replacement of a damaged,

destroyed or taken portion of the Fa0111t1es, however, any amount
. in excess of the' amount needed to repair or replace the damaged,
'destroyed or taken portion of the Facilities shall be deposited
in the Reserve Fund to the extent necessary to make the amount on
deposit therein equal to the Reserve Requirement, and thereafter
‘any excess shall be remitted to the County. Under the o
¢ircumstances described in the Trust Agreement, title insurance
‘proceeds will be deposited in the Reserve Fund or the Prepayment
“Account of the Certlflcate Fund or will be remltted to the
County

The Reserve Fund. The Reserve Fund is established for the
purpose of paying the interest, and principal of the Certificates
to the extent that there are insufficient moneys available for
such purpose in the Interest Account and the Principal Account of
the Certificate Fund on any Payment Date. The Reserve Fund will
initially be funded from the proceeds of the sale of the
Certificates in the amount indicated in the Official Statement
under the caption "SOURCES AND USES' OF FUNDS," which is equal to-
the Reserve Requirement establlshed under the Trust Agreement as
of the Closing Date.

Amounts on deposit in the Reserve Fund in excess of the
Reserve Requirement, if any, on any Payment Date shall be .
transferred by the Trustee for deposit to the Base Rental Account
in the Certificate Fund for appllcatlon in accordance with the
Trust Agree:ient. . Al1]1 investment earnings on amounts in the
Reserve Fund shall be deposited 'in the Investment Earnlngs
Account of the Earnings Fund.




At the option of the County, the amounts requlred to be
held in the Reserve Fund may be substituted, in whole or in part,
by the deposit of a line of credit, letter of credit, insurance
policy, surety bond or other credlt source with the Trustee, in
an amount equal to such substituted amount, provided that the
substitution of such line of credit, letter of credit, insurance
policy, surety bond or other credit source will not result in a
withdrawal or downgrading of any rating of the Certificates by -
Standard. & Poor’s Corporation or Moody s Investors Service. If. a
line of credit, letter of credit, insurance policy, surety bond
or other credit source is substltuted for the moneys held in the
Reserve Fund, then such moneys, at the option of the County, will
be transferred to (i) into the Prepayment. Account in the .
Certificate Fund, (ii) to a special account to be held by the .
Trustee to be establlshed for the payment of any fees in
connection with obtaining such Credit Facility.

The Administrative Expense Fund. The Administrative Expense Fund
is established for the purpose of paying the costs incidental to
the execution and delivery of the Certificates and other related -
administrative charges. The. amount to be held in the
Administrative Expense Fund is $20,000; provided, however, that:
the County. is not regquired to replenlsh the Administrative
Expense Fund, except as prov1ded in the Trust Agreement.

Investments. Amounts on deposit in the,Reserve Fund and the
Administrative Expense Fund may be invested by the County in
investments specified in the Trust Agreement, subject to the ‘
restrictions contained in the Trust Agreement. With respect to
the Certificate Fund, such investments shall be made as provided.
in the Trust Agreement. Investments. shall mature in such amounts
and at such times as may be necessary to provide funds then '
needed to make payments from the applicable funds and accounts
subject to the terms of the Trust Agreement. Net income or gain
received and collected from such investments in the various funds
and accounts shall be credited and losses. charged to such funds’
and accounts, except as otherwise prov1ded in the Trust

- Agreement., : S

All. 1nvestments, held for any fund or account shall be
valued at. cost (exclusive of accrued but unpaid interest but: :
inclusive of commissions). The Trustee_shall_not be respon51ble
or liable for any loss suffered in connection with any investment
of funds made by it in conformity with the Trust Agreement except
for its own negligence or willful misconduct. :

Any money remaining in any of the funds or .accounts
established under the Trust Agreement (except the Excess Earnings
Account) after (i) the payment or prepayment of all principal and
interest with respect to the Certificates and the payment of the
expenses of the Trustee (or adequate provision therefor) and (ii)
the transfer of any additional amounts regquired to be deposited-
in the Earnings Fund pursuant to the written instructions of the
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County'in accordarice with' the Trust Agreement and the _
Nonarbitrage Certificate ‘will be remitted to the County.

The Certificates. The Trust Agreement provides for the execution
and -delivery of the Certificates and described the procedures for
their registration, transfer, exchange, payment ‘and prepayment.
Interest with respect to each Certificate will accrue from the
Payment Date next preceding the ‘date of execution thereof unless
(1) it is executed prior to August 15, 1993, in which event
interest shall accrue from March 1, 19937 or (ii) it is executed
on a Payment Date, in which event interest shall -accrue from such
Payment Date; or (iii) it is executed after a Record Date and
before the close of business on the immediately following Payment
Date, in which event interest with respect thereto ‘shall be
payable from such Payment Date; provided, -however, that if, at
the time of execution of any Certificate,  interest with respect
thereto is in default, such interest shall be payable from the
Payment Date to which interest has previously been paid or made
available for payment. =~ = ' ‘ e ' :

- Interest with respect to each Certificate will be -
payable on each Payment Date to the Owner thereof as of the close
of business on the Record Date by check of the Trustee sent to
the Owner thereof on 'such Payment Date by first class mail,
postage prepaid, at his address as it appears on the registration
books required to be maintained by the Trustee pursuant to the '
Trust Agreement; except’ that the interest payable to the Owner of
$1,000,000 or more aggregate principal amount of Certificates
shall be paid by wire transfer to -such account: as' such Owner
shall have spécified in writing prior to-the applicable Record °
Date to the Trustee for such purpose. : ' : o '

S The registration of any Certificate may be transferred
upon the Certificate Register on the: surrender of such.
Certificate -at the Principal Office of the Trustee. Such
Certificate shall be endorsed or ‘accompanied by delivery of the
written instrument of transfer thereon, duly executed by the
Owner thereof or his duly authorized attorney or agent, and
payment of such reasonable transfer fees as the Trustee may
establish. Certificates may be exchanged at the Principal Office
of the Trustee, for a like aggregatée principal amount of '
Certificates of:other authorize denominations of the same
maturity and interest rate. The: Trustee may charge the Owner of
a Certificate surrendered{fOr.exchangeﬂa-sum for each new o
Certificate executed and delivered upon any exchange (except in
the case of the first exchange of any Certificate in the form in
which it is:originally delivered, for which no charge shall be

- imposed) and the Trustee may require the payment by the Owner
requesting such exchange of any tax or other governmental charge
required to be paid-with'respect to such exchange. The Trustee
shall not. be required to register the transfer or exchange of any
Certificate: (i) which has been called for prepayment, or (ii)
which is subject to be called for prepayment. (whether or not that
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Certificate shall thereafter be selected for prepayment) during
the period commencing on the fifteenth day prior to selection of
certificates for prepayment and ending on the date of selection.

The Trustee shall pay all principal of, premium, if
any, and interest on the Certificates only to or upon the order
of the respective owners, as shown in the Certificate Register,
or their respective attorneys duly authorized .in writing, and all
such payments shall be valid and effective to fully satisfy and
discharge the obligations under the Trust Agreement with respect
to payment of principal, premium, if any, and interest with .
respect to the Certificates to the extent of the sum or sums SO
paid. No person other than an Owner, as shown in the Certificate
Register, shall receive a certificate evidencing the obligation
to make payments of. principal, premium, if any, and interest

pursuant to the Trust Agreement. Upon delivery‘by.the'SecuritieS"

Depository to the Trustee and the County of written notice to the
effect that the Securities Depository has. determined to :
substitute a new nominee in place of the Nominee, and subject to
the provisions of the Trust Agreement with respect to Record
Dates, the word Nominee 'in the Trust Agreement shall refer t
“such new noninee of the Securities Depository. : -

- Notwithstanding any other provision of the Trust
Agreement to the contrary, so long .as any Certificate is o
registered in the name of the Nominee, all payments of principal,
premium, if any, and interest with respect to such Certificate,
and all notices with respect to such Certificate, shall be made
and given, respectively, as provided in the representation letter
described in the Trust Agreement or as otherwise instructed by
the Securities Depository. : S

_ - Events of default under the Trust Agreement consist of
the following: (i)failure of the County to deposit with the
Trustee the Base Rental payments required -to be deposited _
pursuant to the Lease by the close of business on the day such
deposit is required to be made; and (ii) failure of the County to
observe and perform any covenant, condition or agreement on its.
part under the Trust Agreement or the Lease (other than as
specified in clause (i) above), for a period of 30 days after
written notice specifying such failure and requesting that it be
remedied has been given to the County by the Trustee, or if such
preach cannot be corrected within such 30-day period, failure of
the County to institute corrective action within such period and
diligently pursue the same to completion. T

Upon the occurrence and continuance of any event of
default specified in clause (1) above, the Trustee shall proceed,
or upon the occurrence and continuation of any event of default
specified in clause (ii) above, the Trustee may proceed (and upon
written request of the Owners of not less than a majority in ‘
aggregate principal amount of the Certificates then Outstanding:
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shall proceed) to_exercisé the remedies available to the Trustee
under the Lease or the Trust Agreement. '

In the. -event the Trustee fails to take any action to -
eliminate any event of default under the Lease or the Trust -
Agreement,-inCluding the collection of Base Rental when due, the
owners of a majority in aggregate principal amount of _
Certificates then outstanding may institute any suit, action,
mandanus or other proceeding in equity or at law for the -
“protection or enforcement of any right under the Lease or the .
Trust Agreement, but only if such Certificate Owners shall have
first made written request of the Trustee after the right to-
exercise such powers or right of action shall have arisen, and
shall have afforded the Trustee a reasonable opportunity either
to proceed to exercise the powers granted therein or otherwise
granted by law or to institute such action, suit or proceeding in
its name, and unless, also, the Trustee shall have been offered
reasonable security and indemnity against the costs, expenses and
l1iabilities to be incurred therein or thereby, and the Trustee

shall have refused or neglected to comply with such request
within a reasonable time. I - L

The obligations of the Trustee and the County under the
Trust Agreement with respect to all Certificates will terminate
(except the obligation of the Trustee to pay Owners all sums due
with respect to the certificates and to register, transfer and
exchange Certificates, the obligation of the County to pay the
fees and expenses of the Trustee, to make all required payments
to the federal government and to comply with the tax covenant in
the Trust Agreement) when (i) all amounts designated as
principal, premium, if any, and interest with respect to the
outstanding Certificates have been paid, (ii) cash has been
deposited at or before maturity in trust with the Trustee in an
amount which together with the amounts then on-deposit in the
Certificate Fund and the Reserve Fund together with the interest
on the securities therein to accrue without the need for further
investment, is fully sufficient to pay all outstanding
certificates, including all principal, premium, if any, and
interest due; or (iii) money or federal securities, together with
interest with respect-thereto when due to accrue thereon without
the need for further investment, is fully sufficient to pay all
Certificates, including all principal, premium, if any, and
‘interest, at or before their respective maturity dates.

Upon deposit of money or federal securities under
clauses (ii) and (iii) above, the Trustee shall give proper
notice of prepayment of such certificates as are to be prepaid in
accordance with the Trust Agreement to the Owners thereof or, in
the event all such Certificates are not to be prepaid within the -
next 60 days, the County shall give the Trustee irrevocable
written instructions to give the notice of prepayment for all

Certificates to be prepaid in accordance with the Trust Agreement
and to mail notice to the Owners of such Certificates as soon as
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practicable stating that the deposit. required by clause - (ii) or
(iii) above, as applicable, has been made with the Trustee and-
that said Certificates are deemed to have been paid and further
stating such maturity or prepayment date or dates upon which :
money will be available for the payment of the principal thereof
and premium, if any, thereon. : _ ‘ co

examination by. a .federal or state banking authority. - The County’
~at any time for good cause shown, or the Owners of a majority in
the ‘aggregate principal amount of the Certificates then - S
Outstanding at any time and for any reason, may remove the.
Trustee and appoint a successor. The Trust Agreement further
describes the qualifications of the Trustee and its duties, and
procedures for resignation, protection and compensation of the
Trustee and the appointment of successor trustees., : o

The Trust Agreement contains certain provisions
limiting the liability of the parties thereto, including the
following provisions:

(i) except for the payment of Base Rental and Additional
Rental when due in accordance with the Lease and the..
performance of the other covenants of the County '

-~ contained in the Facilities Lease, the Lease and the
Trust Agreement, the County will have no other
obligation or liability to the Trustee or the Owners; -

(ii) the Trustee will not have any obligation or liability
-to the Owners to make .payment of principal, premium, if
any, or interest pertaining to the Certificates except
- from Base Rental payments by the County under the Lease
or other amounts available to it under the Trust .
Agreement for such purposes; : S

(iii) the Trustee will not be responsible for (a) providing -
- :information to Owners concerning the investment“quality

of the Certificates, (b) the sufficiency of any Base
Rental, (¢) the actions or representations of the
County, including the performance by the County of
duties imposed upon it by the Trust Agreement, the
Facilities Lease, and the Lease, (d) the validity or
sufficiency of the Trust Agreement, the Lease, the
Facilities Lease, the Assignment Agreement or the
Certificates, or (e) the value of, or title to, the
Facilities; and ' ' ‘

(iv) the Trustee shall not be liable in connection with the

except for its own negligence. .
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.The Trust Agreement may be amended in writing by the:
County and the Trustee with the consent of the Owners of a -
majority in aggregate principal- amount of the Certificates then
Outstanding, or without such consent for the purpose of curing
any ambiguity or omission relating thereto, or of curing, -
correcting or supplementlng any defective prov151on contalned 1n
the Trust Agreement; in regard to gquestions arising under the
Trust Agreement which the County and the Trustee may deem
necessiary or desirable and not inceonsistent with the Trust ‘
Agreement and which do not adversely affect the interests of the
Certificate Owners; or for any other reason, provided such
modification or amendment does not adversely affect the interests
of the Certificate Owners; provided that the County and the
Trustee may rely in enterlng into any such modification or
amendment upon an opinion of Tndependent Counsel stating that the
foregoing requirements have been met with respect to such
amendment or modification. No amendment may impair the right of
any Certificate Owner to receive his proportionate share of any
Base Rental payments in accordance with the terms of his
Certificate. - :

The Trust Agreement prov1des that the Lease and the
Facilities Lease may be amended for the purposes and in the
manner as described above with. respect to the Trust Agreement.

- If the County desires to obtain the consent of the
Owners to any proposed amendment of the Trust Agreement, the
Lease or the Facilities Lease, the County may call a meetlng of
Owners, which will be governed by the procedures set forth in the
Trust Agreement, or, alternatively, elicit. the written consent of
the Owners without a meetlng, in :accordance with the terms of the
Trust Agreement : : '

THE ASSIGNMENT AGREEMENT

Pursuant to the Assignment Agreement, the Corporation

- grants, assigns and transfers to the Trustee, for the benefit of
the Owners of the Certificates, all of its right, title and
interest in and to the Facilities Lease and the Lease (except the
Corporation’s rights to indemnification pursuant to the Lease),
including the Corporation’s right te receive Base Rental payments
as well as its right to enforce the payment of such Base Rental
when due or otherwise to protect its interest in case of an event
of default by the County under the Lease in accordance with the
terms thereof. The Trustee accepts such assignment for the
purpose of securing such Base Rental payments and. rights to the
Owners of the Certificates.. . .

THE FACILITIES LEASE
Pursuant to the_Facilities Lease, the Corporation will

lease the Facilities from the County at the stated advance rental
of $1.00, and will use such property solely for the purposes
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described in the Lease and for such other purposes as may be
incidental thereto. The Facilities Lease will expire upon the
earlier of September 1, 2012, or the date of termination of the -
Lease and, at the expiration thereof, all title to the buildings
and improvements on the Facilities will vest in the County.

BOND INSURANCE PROVISIONS

So long as the Munlclpal Bond Insurance Policy is in
full force and effect, the following provisions, among others,
shall apply with respect to the Lease and Trust Agreement: -

A. Any provision of the Trust Agreement expressly recognizing
or granting rights in or to AMBAC Indemnity may not be
-amended in any manner which affects the rights of AMBAC
‘Indemnity without the prlor written consent of AMBAC

Indemnity. .

B. Unless otherwise provided herein, AMBAC Indemnity’s consent
shall be required in addition to Owner consent, when
required, for the following purposes: (i) execution and
delivery of any amendment, supplement or change to or
modification of the Lease, the Facilities Lease or Trust
Agreement, (ii) removal of the Trustee and selection and
appointment of any successor trustee; and (iii) initiation
or approval of any action not descrlbed in (i) or (ii) above
which requlres Owner consent

C. Anything in the Trust Agreement to the contrary

: notwithstanding, upon the occurrence and continuance of an
event of default as defined therein, AMBAC Indemnity shall
be entitled to control and direct the enforcement of all
rights and remedies granted to the Owners or the Trustee for
the benefit of the Owners under the Trust Agreement.

D. While the Municipal Bond Insurance Policy is in effect, the
County or the Trustee, as appropriate, shall furnish to
AMBAC Indemnlty. :

(a) as soon as practicable after the filing thereof a
copy of any financial statement of the County and a
copy of any audit and annual report of the County;

(b) a copy of any notlce to be given to the reglstered
owners of the Certificates, including, without
llmltatlon, notice of any prepayment of or defeasance
of Certificates, and any certificate rendered pursuant-
to this Trust Agreement relatlng to the security for
the Certificates; and

(¢) such additional- 1nformatlon it may reasonably
request.
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The County will permit AMBAC Indemnity to discuss the
affairs, finances and accounts of the County or any
information AMBAC Indemnity may reasonably request regarding
the security for the Certificates w1th appropriate officers
of the County.

AMBAC Indemnity shall have the right to direct an accounting
at the County’s expense, and the County’s failure to comply
with such direction within thirty (30) days after receipt of .
written notice of the direction from AMBAC Indemnity shall
be deemed a default hereunder; provided, however, that if
compliance cannot occur within such period, then such period
will be extended so long as compliance is begun within such
period and diligently pursued, but only if such extension
would not materially adversely affect the interests of any
Owner. :

Notwithstanding any other provision of the Trust Agreement,
the Trustee or County, as appropriate, shall immediately
notify AMBAC Indemnity if at any time there are insufficient
moneys to make any payments of principal and/or interest as
required and immediately upon the occurrence of any event of
default thereunder.

Investments permltted under the Trust Agreement are limited
to certain AMBAC-approved 1nvestments.

Notw1thstand1ng anythlng in the Trust Agreement to the
contrary, in the event that the principal and/or interest
due on the Certificates shall be paid by AMBAC Indemnity
pursuant to the Municipal Bond Insurance Policy, the
Certificates shall remain Outstanding for all purposes, not
be defeased or otherwise satisfied and not be considered
paid, and covenants, agreements and other obligations of the
County to the Owners shall continue to exist and shall run

" to the benefit of AMBAC Indemnity shall be subrogated to the

rights of such Owners.
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APPENDIX F

BOOK-ENTRY-ONLY SYSTEM

- The.information herein concerning the Depository Trust Company (“DTC") and DTC’s

bo_ok—entry system.has been obtained from sources that the County and the Corporation believe to
be reliable, but the County and the Corporation take no responsibility for the accuracy thereof,

DTC will act as securities depository for the Certificates. The Certificates. will be délivered
as fully-registered securities registered in the name Cede & Co. (DTC’s partnership nominee). One
fully-registered Certificate will be executed and delivered for each maturity of the Certificates, in
the aggregate principal amount of such maturity, and will be deposited with DTC. -

DTC is a limited-purpose. trust company organized under New York Banking Law, a
“banking -organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation™ within the meaning of the New York Uniform
Commercial Code, and a.“clearing agency” registered pursuant to the provisions of Section 17A of
the. Securities Exchange Act of 1934, -DTC holds securities that its participants (“Direct
Participants”) deposit with DTC. DTC also facilitates the settlement among Direct Participants of
securities transactions; such as transfers and pledges, in. deposited securities through electronic
computerized book-entry changes in Direct Participants’ accounts, thereby €liminating the need for
physical movement of securities certificates. Direct Participants. include securities ‘brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is -
owned by a number of its Direct Participants and by the New: York' Stock Exchange, Inc., the
American Stock Exchange, Inc:, and the National Association of Securities Dealers, Inc. Access
to the DTC system is dlso available to others such as securities brokers and dealers, banks, and
trust companies that clear through or maintain a custodial relationship: with a Direct Participant,
either directly. or indirectly (“Indirect Participants™). The Rules applicable to DTC and its
Participants are on file with the Securities and Exchange Commiission. o 5 S

interest of the actual purchaser of each Certificate (“Beneficial Owner™) is in turn to be recorded on

the Direct Participants’ and Indirect Participants’ records. Beneficial Owners will not receive
written‘ confirmation from DTC of their purchase, but Beneficial Owrners are expected to receive

accomplished by entries made on the books of Diréct Participants or Indirect Participants acting on
behalf of Beneficial Owners. Beneficial Owners will ‘fiot receive certificates reépresenting their
ownership interests in Certificates, except in the event that use of the book-entry system for the
Certificates is discontinued. - - Lo S SR :

castomners. Conveyance of notices and other communications by DTC to Direct Participants, by
Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to
Beneficial Owners, will be governed by arrangements among them, subject to any statutory or
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regulatory requirements as may be i1 effect froin time to-time. Prepayment notices will be sent to
Cede & Co. If less than all of the Certificates within a maturity are being prepaid, DTC’s practice
is to determine by lot the amount of the interest of each Direct Participant in such maturity to be
prepaid. - : :

Neither DTC nor Cede & CO. will consent or vote with respect to Certificates.” Under its
usual procedures, DTC mails an Omnibus Proxy to the County as-soon-as possible after the record
date. The Omnibus Proxy to the County assigns Cede & Co.’s consenting or voting rights to
those Direct Participants to whose accounts the Certificates are credited on the record date
(identified in a listing attached to the Omnibus Proxy). S : '

. Principal und interest payments with respect to the Certificates will be made to DTC:
DTC's practice is to credit Direct Participants’ accounts on the payable date-in accordance with their
respective holdings shown on DTCs records unless DTC has reason to believe that it will not
receive payment on the payable date. Payiments by Direct Participants or Indirect Participants to
Beneficial Owners will be governed by standing instruction and.customary practices, as is-the case
with securities held for the accounts of customers in bearer form or registered in “street name”, and
will be the responsibility of such Direct Participants or Indirect Participants and not of DTC, the
Trustee, the County or the Corporation, subject to any statutory or regulatory requirements as may
be in effect from time to time.” Payment of principal and interest to DTC is the responsibility of the
Corporation, the County or the Trustee: disbursement of such payments to Direct Participants will
be the responsibility of DTC:-and disbursement of such payments to the Beneficial Owners will'be
~ the responsibility of Direct Participants and Indirect Participants. - oo ‘

 NONE OF THE COUNTY, THE CORPORATION OR THE TRUSTEE WILL HAVE
ANY RESPONSIBILITY OR OBLIGATION TO DIRECT PARTICIPANTS, TO INDIRECT
PARTICIPANTS, OR TO ANY BENEFICIAL OWNER WITH RESPECT TO (i) THE
ACCURACY OF ANY RECORDS MAINTAINED BY DTC, ANY DIRECT PARTICIPANT,
OR ANY INDIRECT PARTICIPANT: (i) ANY NOTICE (INCLUDING ANY NOTICE OF
PREPAYMENT) THAT IS PERMITTED OR REQUIRED TO BE GIVEN TO CERTIFICATE
OWNERS UNDER THE TRUST AGREEMENT; (iii) THE PAYMENT BY DTC OR ANY
DIRECT PARTICIPANT OR INDIRECT PARTICIPANT OF ANY AMOUNT WITH RESPECT
TO THE PRINCIPAL, PREMIUM (IF ANY) OR INTEREST DUE WITH RESPECT TO THE
CERTIFICATES: (iv) THE SELECTION BY DTC. DIRECT PARTICIPANTS OR INDIRECT
PARTICIPANTS OF ANY PERSON TO RECEIVE A PAYMENT IN THE EVENT OF A
PARTIAL PREPAYMENT OF THE CERTIFICATES:; OR (v) ANY CONSENT GIVEN OR
. OTHER ‘ACTION TAKEN BY DIRECT PARTICIPANTS, AS ASSIGNEES OF DTC AS
CERTIFICATE OWNER. THE RULES APPLICABLE TO DTC ARE ON FILE WITH THE
SECURITIES AND EXCHANGE COMMISSION, AND THE PROCEDURES OF DTC TO BE
FOLLOWED IN DEALING. WITH DIRECT - PARTICIPANTS AND INDIRECT
PARTICIPANTS ARE ON FILEWITH DTC. ' _ S BEEERCEEE,

The book-entry system with DTC will be discontinued if (a) DTC determines not to
continue to act as securities depository for the Certificates, or (b) the County has advised DTC that
it does not wish DTC to continue as securities depository. If the County replaces DTC with
‘another qualified securities depository, a fully-registered Certificate for each maturity registered in
the name of the successor will be prepared, consistent with the requirements of the Trust
Agreement. If the County £ails to select another qualified securities depository to replace DTC, the
County will execute and the Trustee will execute and deliver certificated Certificates- (the
“Replacement Certificates”) to-the Beneficial Owners of the Certificates. Certificates represented
by Replacement Certificates will be transferable only upon presentation in form satisfactory to the
Trustee and containing ififormation required by the Trustee in order to effect such transfer. The
Trustee may require the owner to pay .certain costs and expenses incurred as a result of such
transfer. The Trustee will not be required to register the transfer or exchange of any Certificates
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_represented by Replacement Certificates (i) during the 15 days before any date established by the
Trustee for selection of Certificates for prepaymeat, or (ii) which have. been selected for -
prepayment. :
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‘Board of Supervisors
County of San Diego
‘Re: County of san Diego Certificates offParticipation
(1993 Master Refunding) L L

Ladies and.Gentlemen:

. We have acted as co-special counsel in connection with
the sale, execution and delivery of $203,400,000 aggregate
principal amount of Certificates of Participation designated the
ncounty of San Diego certificates of Participation (1993 Master
Refunding)" (the n"certificates"), representing proportionate
interests of the owners thereof in a Lease Agreement, dated as of
May 1, 1993 (the "Lease Agreement"), by and between the County of
San Diego (the "County"), 2 political subdivision of the State of
_ california, and the San Diego County Capital Asset Leasing
- corporation (the nCorporation"), a california nonprofit public-
benefit corporation, including the right to receive payments of
Base Rental to be made by the county to the corporation. . The
Certificates are being executed and delivered pursuant to a Trust
Agreement, dated as of May_l,_1993'(the‘"Trust Agreement“);.by and
among the County, the Corporation and State Street Bank and Trust
Company of Ccalifornia, N.A., as trustee (the '"Trustee').
Capitalized terms used herein and not otherwise defined shall have
the meanings given to such terms in the Trust Agreement and the
Lease Agreement. - S

’ The County has leased the Facilities to the Corporation
pursuant to a Facilities Lease, dated as of May 1, 1993 (the
"Facilities Lease"), by and between the County and the Corporation.
The Lease_Agreement has peen entered into by the County for the
purpose of leasing the Facilities from the Corporation. The County
is obligated under the Lease Agreement to pay Base Rental payments
in certain circumstances. A portion of each Base Rental payment is
designated as interest. 'The Corporation has assigned its rights to
receive the Base Rental payments and certain other rights in the
Lease Agreement and the Facilities Lease to the Trustee pursuant to
an Assignment Agreement, dated as of May 1, 1993 (the "Assignment
Agreement"), by and between the Trustee and the Corporation.
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, As co-special counsel Wwe have examined copies certified
to us as being true and complete copies of the proceedings of the
.County in connection with - the execution and delivery of the
‘Certificates. Our services as co-special counsel were limited to
an examination of the transcript of such proceedings and to the
rendering of the opinions set forth below. In this connection, we
have also examined such certificates of public officials, officers
of the County and officers of the Corporation as we have considered

E necessary for the purposes of this opinion.

. On the basis of such examination,_and,in reliance thereon

.and on'bur'COnsideratiOn of such questions of law as we have deemed

relevant in the circumstances, we are of the opinion that:

1. The Lease Agreement has been 'duly and validly
authorized, executed and delivered by the County and
constitutes a legally valid and binding obligation of the
County, enforceable in accordance with its terms. )

. L2, 'hé Facilities Lease has been 'duly and wvalidly

.. authorized, executed . and delivered by ' the . County and

"constitutes_a-légally valid and binding obligation of the
COunty,‘enforceable_in accordance with its terms. .

.. 3. The Trust Agreement has been duly and - validly
authorized, executed and delivered by the .County and
"constitutes a legally valid and binding obligation of the
-County, enforceable in accordance with its terms, and the
Certificates, assuming due execution’ and delivery by the
Trustee, are entitled to the benefits of the Trust Agreement,

received by the Owners of the Certificates is excluded undetr
existing statutes, regulations, rulings and court decisions
from gross income for federal income tax purposes pursuant to
Section 103(a) of the Internal Revenue Code of 1986, as
amended (the "Code"), and is exempt from personal income taxes
of the State of California under present state law. In
~addition, original issue discount ("oID"), with respect to the
Certificates properly allocable to the Owners of such
Certificates, is treated as interest for federal income tax
purposes to the same extent as the interest with respect to
" the Certificates. _ . - o

o The portion of each Base Rentalgpayméntkdesignated
as and comprising interest and received by the Owners of the
Certificates is not an item of tax preference for purposes of
the Code’s alternative minimum tax pProvisions, except to the
extent provided in the following sentence. The interest
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portion of each Base Rental payment reéceived by ‘a corporatien
will be included in-adjusted current ‘earnings for purposes of

computing its alternative minimum -tax liability.

S OID iz includable'in adjusted current earnings as it
accrues each year rather than at the-timeé OID is actually paid
to and received by thé Owners'of the Certificates upon  the
maturity or prepayment of the Certificates. OID accrues on an
actuarial basis’ (i e.,* on the basis of a geometric progression
over the term of such Certificate) rather than ratably, and an
Owner’s adjusted basis in such Certificates, used to determine
the amount of gain or loss on disposition of such
Certificates, will be increased by the amount of such accrued
OoID. ‘ ' '

In rendering the opinions expressed in paragraph 4 above,
We are relying upon representations and covenants of the County in
the Trust Agreement and in the County’s Tax and Nonarbitrage
Certificate of even date herewith concerning the investment and use
of Certificate proceeds, the rebate to the federal government of
certain earnings thereon and the use of the facilities financed
with the proceeds of the Certificates. In addition, we have
assumed that all such representations are true and correct and that
the County will comply with such covenants. We express no opinion
with respect to the exclusion of interest with respect to the
Certificates from gross income under Section 103(a) of the Code in
the event that any of such representations are untrue or the County
fails to comply with such covenants. Except as stated above, we
express no opinion as to any federal tax conseguences of the
ownership of, receipt of interest with respect to, or disposition
of the Certificates. _

The opinions expressed in paragraphs 1, 2 and 3 above are
qualified to the extent that the agreements referred to in such
paragraphs may be limited by bankruptcy, insolvency,
reorganization, moratorium or similar laws or equitable principles
relating to or limiting creditors’ rights generally. In addition,
the enforceability of such agreements is subject to the effect of
general principles of equity, including, without limitation,
- concepts of materiality, reasonableness, good faith and fair
dealing, and the possible unavailability of specific performance or
injunctive relief, regardless of whether considered in a proceeding
in equity or at law. We express no opinion as to the availability
of equitable remedies, and advise you that a California court may
not strictly enforce certain covenants if it concludes that
enforcement would be unreasonable under the circumstances. In
addition, without in any way limiting or qualifying our opinions
set forth above, we advise you that we have not made or undertaken
to make any investigation of the state of the title to any of the
real property described in the Lease Agreement or the Facilities
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Lease, or of the accuracy or sufflciency of the descrlptlon of such
property ccntalned therein, and we express no. oplnlon with respect
to such matters.: , :

No . opinion is expressed herein as to the accuracy,
completeness or sufficiency of the official statement or other
offerlng materials. relatlng to the Certlflcates. ,

Respectfully submltted




APPENDIX H

_ INFORMATION CONCERNING THE ARCs AND THE YCCs

GENERAL......c.ooiiiiiiin Ceneaenes ROV ... H-2
~-TERMS AND  FORM......... B S N N PR wvasee e e H-2
SECURITIES DEPOSITORY AND BOOK ENTRY: OWNERSHIP...j,.,.......l._ ..... e H-2
MATURITY...... e O OO PPN URUE PRSI e H-3
CINTEREST i i e e .. H-3
Interest Payment DT U OB O I U UTUUTUUTRUTPOPRRP M3 .
Interest on the "ARCS.......oiiv o020 et ee e e e e H-3"
Service Charge................. T S SRS TR e .. H-5
. Interest. on the YCCs...... S U, eeirvaeirereieneenas erereenn T, s H-5
AUCTION .PARTICIPANTS....000oivie s, e eaien e e io. H-6 ..
. Existing Holders and Potential Holders ............ eerreennn e aas ST e v H-G6
Master Purchaser’s Lettcr .............................. eenetaeeaeretfeeteatetetnetatnenieatase H-6..
Auction Agent.............. T ........... reraiemenens v eaevererereeeseaaians .. H-7
Market Agent.............. e i P PRETRT -H-7
- Broker-Dealers.......oooii i SRS o B I
AUCTIONS.................. e e e e e e e e e e e e e e et H-¥
AUCHION  ProCEAUIES ..o it i et e ee e e e e e H-%
Orders By Existing Holders and Potentldl Holders......ooooo Vereeeens H-§
Certain  Definitions. ..o e . H-10
Submission of Orders By Brokers-Dealers to AULt]OI‘) A;__ent ...... ey "H-12 .
. Determination of Sufficient Clearing Bids, Winning Bid Rate . o : :
, and. Auction Rate.......ioiiiiiiiiii veiad ceriinieense.. H-14-
... :Acceptance and Rejection of Subm:tted Bids and ‘ ‘ _ B
. Submitted Sell Orders and Allocations of - ARCs... vieeeeeeevenernieieeneens. He 14
Not1f1(,dt1on of "Results; Settlement............. reeereeenrenereeananas e teerenveearareaia H-15
Concerning. the Auction A;_,ent .......... oo e e ... H-16.
Broker-Dealers.....cooviiiiiii s S “H-17
Changes in Percentages Used in Detem‘umn;_. Mlmmum Rate, S :
Maximum Rate and Default Rate...............coooil T eereee HA1T
LINKAGE OF YCCS WITH ARCS.....cooiiiiiiinne, SO SN UOUUTU USRS H-18 -
Lmkm;_. ................................................. L U e HHT8
Separating YCCs AN ARGCS.ceviieeiiece et ettt H-19
CUSIP NUMBERS....cooiiii TP PSP PPPROR - H-20
MANDATORY TENDER OF ARCS. . evertinne e e et H-20:
SELECTION OF ARCS AND YCCS TO BE REDEEMED ............... beveesiennesenarraean H-22 .
SPECIAL CONSIDERATIONS ..... i eveen et eaes ST el et H-22

H-1. -




GENERAL

This APPENDIX H sets forth certain information relating to the ARCs and the YCC\
Unless otherwise indicated, capitalized terms used hereiii-and not otherwne defmed shall have the
meaning set forth in APPENDIX E . .

TERMS ANDFORM

- The YCCs and the ARCs Shdll be dehvered in the-denomination of ‘isl()( ()UU or any whole
-multlple thereof (an ““Authorized Denomination™). See ‘“‘Auction Participants - Master Purchaser's

Letter” below for information c,onc,emmg, restrictions on the transfer of beneficial ownershlp of the
ARCs. :

The ARCs and the YCCs will be- dehvered in fully registered form only 1e;_.15tered in the
name of Cede & Co., as nominee of The Depository Trust Company ("DTC™). DTC will act as
initial securities depo»n:ory (including any successors, the “Securities Depository™) for the ARCs
and the YCCs. Prior to the termination of the Securities Depository System with respect to the
ARCs and the YCCs, only beneficial ownership interests in such ARCs and YCC$ may be
purchased, in Authorized Denominations. - See “Securmes Depository System and Book Entry
Ownership” herein.

SECURITIES DEPOS ITORY AND BOOK ENTRY OWNERSHIP

‘ Unless a SuCCessor Seuurmes Depository is deslgnated pursuant to the. Trust Ag:reement or
unless the Securities Depository System is terminated with respect to the ARCs or the YCCs, DTC
will act as the Securities Depository for its members and participants (the “Participants™) with
respect to all of the ARCs and the YCCs. On the date of delivery of the ARCs and the YCCs
.offered hereby, the ARCs and the YCCs, will each be executed and delivered in a single ¢ertificate
for each Stated Maturity in the denomination equal to the aggregate principal amount thereof. The
ARCs and the YCCs will be registeréd in the name’of Cede & Co.; as nominee of DTC. The
-Securities Depository or its nominee will be.the holder of record of all Outstanding ARCs and
YCCs, and beneficial owners (“Beneficial Owners™) of ARCs and YCCs may not obtain physical
possession of ARCs and YCCs unless the Securities Deposltory resigns, is‘removed or is unabie
to continue as Securities Depository and no such' successor is appointed. In any such event,
Beneficial Owners may obtain phybu,al po:,sesslon of Lertlflcates reprexentmg the ARCs and YCC\
'beneﬁually owned- by them. . o :

The Qeuulmes Depository will maintain the pouuons (ownersmp interests) held by eagh
Partlupant in the ARCs and the YCCs (whether or not Linked), whether for'its own account or as
a nominee. Each Beneficial Owner must make arrangements with its Participant or a Broker-Dealer
(as defined-below under **Auction Participants - Broker-Dealers™), as applicable, to receive notices,
and payments with respect to the ARCs and the YCCs. -See “Auction Participants - Master
Purchaser’s Letter” below, and APPENDIX F concerning beneficial ownership of ARCs. '

Neither the County nor the Trustee shall have any l‘ehponblblllty or obligation to any
Participant, any Beneficial Owner or any. other person claiming a beneficial ownership interest in
the ARCs or the YCCs under or through DTC or any Participant, or any other person which is not
shown in the bond register of the Trustee as being an Owner, with respect to the accuracy of any
records maintained by DTC or any Participant; the payment by DTC or any Participant of any
amount in respect of the principal premium, if any, and interest with respect to the ARCs or the
YCCs; the selection by, DTC or any Participant of any Beneficial Owners to receive payment. If
ARCs and YCCs are prepaid in part, or any other matter of similar or different kind pertaining to
the ARCs and YCCs: the proper transfer or recording of the beneficial ownership of ARCs and
YCCs or the CUSIP number associated therewith: any notice which is permitted or required to be
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given to Owners under the Trust Agreement; or any consent given or other action tuken by DTC as
an Owner. . T ‘ : :
~-So long as Cede & Co., as nominee of DTC or any successor Securities Depository, is the
Registered Owner of the ARCs and the YCCs, references herein to the Owners or Registered
" Owners of the ARCs and the YCCs shall mean Cede & Co. or any such successor as aforesaid,
and shall not mean the Beneficial Owners of the ARCs and the YCCs. R '

For further information concerning DTC and the book-entry system, see the information in
APPENDIX F-"Book-Entry-Only System”. e : Lo A

MATURITY
The YCCs and the ARCs will mature d\ follows:
Dae . ARGsMatity - YCCsMaturity

September 1,2007 - $ 6200000 . § 6200000
September 1,2012 | 14,700,000 | 14,700,000

_ Payment of the principal of the ARCs and the YCCs at stated maturity shall be made upon’
the presentation and surrender of such ARCs and YCCs. All payments of principal and premiuimn,
if any, upon prepayment of the ARCs.and YCCs shall be paid through the Securities Depository in
accordance with its normal procedures, which now. provide for payment by the Securities:
Depository to its participants and members in next-day funds. . - = ‘ _

INTEREST

- Interest Payment Dates. Interest with respect to the YCCs and ARCs will accrue from the
Date of Original Issue, and will be payable in‘ arrears, comimencing on September I, 1993, and
serniannually thereafter on March 1 and September 1 of each year {each such date of payment of
interest with respect to the ARCs and the YCCs being herein referred to as an “Interest Payment
Date™); provided, however, that if any Interest Payment Date is not a Business Day, interest due on
such Interest Payment Date, will be payable on the first Business Day immediately following such
Interest Payment Date. The Regular Record Date for each Interest Payment Date with respect to-the
YCCs and ARCs will be the 15th day of the month immediately preceding such Interest Payment
Date. T N o

As used herein. “Business Day” means, with respect to the ARCs and the YCCs, any: day
other than April 14. April 15, December 30, December 31, a Saturday, Sunday or other day-on
‘which banks are authorized or obligated by law or executive order to close in New York; New
York. or the city in which is located the principal corporate trust office of the Trustee and other
than a day on which the New York Stock Exchange is closed. ’ :

Interest on the ARCs. The rate of interest with respect to the ARCs shall be the per annum
rate determined by Morgan Stanley & Co. Incorporated on the Business Day immediately
preceding the Date of Delivery plus the Service Charge Rate during the period commencing on and
including the Date of Delivery and ending on, but excluding, the initial Interest Payment Date (the
“Initial [nterest Period™). The rate of interest with respect to the ARCs (the “Applicable ARC
Rate™) for any period thereafter from and including one Interest Payment Date therefor to, but
excluding, the next Interest Payment Date therefor {each a “Subsequent Interest Period™; and
together with the Initial Interest Period being hereinafter referred to as an “Interest Period”) shall, .
subject to certain exceptions described below, be equal to the sumof: ' L o
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_ (i) the Auction Rate that the Auction Agent advises has restlted on the Auction Date (as
defined below under “Auctions™) from the implementation of auction procedures set forth in the
‘Trust Agreement and attached hereto as APPENDIX | - “Auction Procedures”, in which persons
determine to hold or offer to sell or, based on interest rates -bid by them, offer to purchase or sell
ARCs; and _ . - ‘ . o o

(i) the Sérv_ice Chaﬁge_.Rate (as dcfinccii‘ below. under “Interest - Service Chargé").

~ Each periodic implementation of the Auction Procedures is hereinafter referred to us an.
“Auction,” _ . . o

The Applicable ARC Rate for any Subsequent Interest Period may not exceed the lesser of
(i) the Reference Rate specified on the inside cover page of this Official Statement and (ii) the
maximum rate permitted by applicable law. - v . A : T

If an Auction for any Subsequent Interest Period is not held for any .reason (other than
because all of the Outstanding ARCs are Linked, or are no longer maintained in book-entry form
by the Securities Depository, or a Payment Default has occurred), the Applicable ARC Rate for
such Interest Period will be equal to the sum of: - |

{1 the Maximum Rate (as defined below under “Auction Procedures - Certain
Definitions™) on the Auction Date for such Interest Period; and - ST :

(i) the Service Chargé Rate on such Auction Date,-

‘ but in no event shall be greater than the Referénce-Rate::Therc will be no. Auction if the
Auction Agent has resigned and the Trustee has failed to appoint a successor. See “Auction
Procedures - Concerning the Auction Agent” below. ‘ I

- - For any Subsequent Interest Period where the Applicable ARC Rate is determined by.
adding the Service Charge Rate to the Auction Rate or the Maximum Rate, Beneficial Owners of
ARCs will be entitled to receive interest at a rate per annum equal to the Auction Rate or the
Maximum:- Rate; as the case may be. for such Interest Period only. “The Service Charge will be
deducted from the interest payable to Beneficial Owners of ARCs and paid to the Auction Agent
and the Broker-Dealers as a service charge for their participation in. or preparation- for. the

Beneticial Owners of ARCs that are Linked with YCCs at the close of business on the
Regular Record Date immediately preceding an Auction Date will not be obligated to pay the
Service Charge to the Auction Agent and the Broker-Dealers-on the Interest Payment Date for the
[nterest Period following such Auction Date and, therefore, will be entitled to receive interest
-accrued on such ARCs during such Interest Period at a rate per annum equal to the suim of:. :

'(i) the Auction_ Rate or Makiﬁnum Rate. as th.ellcase may bé. on such Aubtion'Dafe, and
. (i) the ‘-Sérvicé-Chafge Rate on such Auct_io:__l Date, |
.buf -ih no event .gfe_a_-t‘er than the Referehlée Rate.
if.all Out.srtanding' -ARCs are Linked at.th‘e close .of busiﬁesS on.the R'ég_ul.alr Record Date
immediately preceding:a Subsequent Interest Period; an Auction will not be held with respect to

such Subsequent Interest Period, and the Applicable ARC Rate for such Subsequent Interest
Period will equal one-half.the Reference Rate. specified on the inside cover page. S
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If-a Payment Default occurs, Auctions will be suspended and the Applicable ARC Rate (i)
for the Subsequent Interest Period commencing on or immediately after the date on which such
Payment Default occurs shall equal the sum of the Default Rate as of the first day of such
Subsequent Interest Period and the Service Charge Rate on the immediately preceding Auction Date
and (ii) for each Subsequent Interest Period commencing thereafter to and including the
Subsequent Interest Period, if any, during which, or commencing fess than two Business Days
after, all Payment Defaults are cured shall €qual the Default Rate on the first day of such
Subseguent Interest Period. . ' - '

“Payment Default” means the failure to make payment of interest on, premium, if any, and
the principal with respect to the ARCs and YCCs when due, if such failure continues for a period
of two Business Days and is followed by the failure of the Insurer to make, in accordance with the

Insurance Policy, due'and punctual payments to of on behalf of the holders of the ARCs and YCCs

of such payment if so required under the Insurance Policy.

“Default Rate” on any date of determination means the interest rate per annuim equal to the
lesser of (i) the Applicable Percentage of the ARCs Index or (i) the Reference Rate; provided that
if an Auction was held on the Business Day immediately preceding the tirst day of an Interest
Period during which the ARCs are to bear interest at the Default Rate, the Default Rite for such
Interest Period shall be reduced by an amount equal to the Service Charge Rate.

If the ownership of the ARCs is no longer maintained in book-entry form by the Securities
Depository, the Applicable ARC Rate for each Subsequent Interest Period commencing after the
delivery of certificates representing the ARCs will equal the Maximum Rate on the Business Day
immediately preceding the first day of such Subsequent Interest Period. '

Interest with respect to the ARCs shall be computed on the basis of a 360-day year
comprised of 12 months of 30 days each. .

Service Charge. The following amounts (a “Service Charge”) will be deducted from each
interest payment on ARCs which were not Linked at the close of business on the Regular Record
Date immediately preceding the Interest Period in which such interest accrued; the product of {(a)
one-half the Service Charge Rate, times (b) the- principal amount of such ARCs; provided,
however, that the Service Charge for the Initial Interest Peried will be the product of (a) the
Service Charge Rate times (b) a fraction, the number of which is the number of days in the Initial
Interest Period, provided, eachi full month in the Initial Interest Period is assumed to have 30 days.
and the denominator of which is 360 times (¢) the principal amount of such ARCs. Such Service
Charge will be paid to the Auction Agent in respect of certain administrative fees owing to the
‘Auction Agent and the Broker-Dealers for services rendered by them on each Auction Date.

The Service Charge Rate means, (i) on the Date of Delivery 0.28% per annum, and (ii) on
any Auction Date the sum of: (1) the Broker-Dealer Fee Rate {(as'defined below under “Auction
Procedures -‘Broker-Dealers”) (initially 0.25%) on such Auction Date and (ii) the Auction Agent
Fee Rate (as defined below under “Auction Procedures - Concerning the Auction Agent™) (initially
0.03%) on such Auction Date. See “Auction Procedures - Concerning the Auction Agent” and
“-Broker-Dealers” below for a description of the circumstances under which the Auction Agent Fee
Rate or the Broker-Dealer Fee Rate may be increased.

Interest on the YCCs. -Therate of interest with respect to the YCCs for the initial Interest
Period will be the per annum rate determined by the Auction Agent on the Business Day
immediately preceding the Date of Delivery.
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The interest rate with respect to the YCCs for each Subsequent Interest Period shall be
equal to the excess, if any, taken (without rounding) to the one thousandth (.001) of 1%, of:

(1) the Reference Rate,.oxfér
| (i) . the Applicablé AR_C Rae for such Subsequént Interest Period.

~ Any increase in the Service Charge Rate resul'iing from an increase in the Broker-Dealer
Fee Rate or the Auction Agent Fee Rate will result in an increase in the Applicable ARC Rate and a
corresponding reduction in the interest rate on the YCCs. : o :

No interest with respect to the YCCs will be payable for any Subsequent
Interest Period in which the Applicable ARC Rate is equal to the Reference. Rate
specified on the inside cover page of this Official Statement. See “Linkage of
YCCs with ARCs” and “Special Considerations™ below. :

. ‘Beneficial Owners of YCCs may obtain_' information with ICSpéct to the interest rate with
respect to the YCCs for each Subsequent Interest Period by contacting the Auction Agent during its-

normal business hours.

Interest with respect to the YCCs shall be computed on the basis of a 360-day year
comprised of 12 months of 30 days each. . cL : :

AUCTION PARTICIPANTS

Existine Holders and Potential Holders. Participants in each Auction will include
(i) Existing-Holders and (ii) Potential Holders. -As used herein, “Existing Holder” means, with
respect to an ARCs (or any portion thereof equal to an Authorized Denomination thereof) which is
not Linked, a Person who has signed a Master Purchaser’s Letter and is listed as the beneficial
owner of such ARCs or portion thereof in the records of the Auction Agent; and “Potential Holder”
means, with respect to ARCs, any Person, including any Existing Holder, (i) who shall have
executed a Master Purchaser’s Letter and (i) who may be interested in acquiring the beneficial
ownership of ARCs (or, in the case of an Existing Holder, the beneficial ownership of an
additional principal amount of ARCs). The Auction Agent may. rely upon, as evidence of the
identities of the Existing Holders, a list of the initial owners of the ARCs provided by the Trustee,
the results of Auctions, notices from any Existing Holder, the Participant of such Existing Holder
or the Broker-Dealer of such Existing Holder with respect to transfers and requests from any
Broker-Dealer with respect to the linkage of ARCs with YCCs or the separation of ARCs from.
YCCs. e : . '

Master Purchaser’s Letter. ‘As a condition to purchasing. ARCs that are not Linked with
YCCs, in any Auction or otherwise, each prospective purchaser of ARCs or its Broker-Dealer will
be required to sign and deliver to the Auction Agent a Master Purchaser’s Letter in which such
prospective purchaser will agree, among other things: : .

(a) to participate in Auctions on the terms set forth in APPENDIX I hereto;

(b) so long as the beneficial ownership of the ARCs is maintained in book-entry form
by the Securities Depository, to sell, transfer or otherwise dispose of ARCs which are not Linked
with YCCs only pursuant to 2 Bid or a Sell Order (each as defined below under “Auction
Procedures - Orders By Existing Holders and Potential Holders™) in an Auction, or to or through a
Broker-Dealer or to a person who has delivered a signed Master Purchaser’s Letter to the Auction
Agent, provided that in the case of all transfers other than those pursuant to an Auction, the
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Existing Holder of ARCs so transferred, its Participant or its Broker-Dealer advises the Auction
- Agent.of such transfer; and : S : .

- (c) tohave its beneficial ownership of ARCs maintained at all times in book-entry form
by the'Securities Depository for the account of its Participant of the Securities Depository, which in
turn will maintain records of such beneficial ownership, and to authorize such Participant to
disclose to the Auction Agent such information with respect to such beneficial ownership as the
Auction Agent may request. ' : : :

- ‘Notwithstanding the provisions of the Master Purchaser’s Letter, ARCs which are Linked
with YCCs will not be subject to the restrictions on transfer of beneficial ownership contained in
the Master Purchaser’s Letter, and beneficial ownership may be transferred, together with the
beneficial ownership of the YCCs with which they are Linked; to a Person who has not signed a
- Master Purchaser’s Letter. ‘See “Linkage of YCCs with ARCs” below. -~ . y ‘

.- Each-prospective purchaser should ask its Broker-Dealer whether such prospective
purchaser should sign a Master Purchaser’s Letter. If the Broker-Dealer submits Orders (us
defined below under “Auction Procedures - Orders By Existing Holders and Potential Holders™)
- for such prospective purchaser listing the Broker-Dealer as the Existing Holder or the - Potential

Holder, a Master Purchaser’s Leiter signed by such prospective purchaser may not be réquired.

_ - Execution copies of the Master Purchaser’s Letter, two copies of which are
to be sent to the Auction Agent and one copy of which is to be sent to a
Broker-Dealer, are included as APPENDIX K. Execution by a prospective .
purchaser or its Broker-Dealer of a Master Purchaser’s Letter is not a commitment
to purchase ARCs in the offering being made by this Official Statement or in any
Auction but is -a condition precedent to purchasing ARCs that are not Linked with
YCCs. ‘ - - o ‘ :

' Auction Agent. Pursuant to the Trust Agreement, the Trustee will enter into an agreement
(the “Auction Agency Agreement”) with Chemical Bank (together with any successor bank or trust
‘company or other entity entering into a similar agreement with the Trustee, the “Auction Agent™)
which provides, among other things, that the Auction Agent will follow the Auction Procedures for
the purposes.of determining the Applicable ARC Rate so fong as the Applicable ARC Rate is to be
. based on the results of an Auction. See “Auction Procedures - Concerning the Auction Agent”
below.

Market Agent. The Trustee will enter into a market agent agreement (the “Market Agent
- Agreement”) with Morgan Stanley & Co. Incorporated (together with any successor as market
. agent under the Trust-Agreement, the “Market Agent™, under which such firm agrees to exercise
the duties and responsibilities with respect to a change in the percentage used to determine: the
Minimum Rate and the Applicable Percentage used to determine the Maximum Rate and the Default
Rate in the event of a Change of Preference Law (as defined beléw unider “Auction Procedures:-
Changes in Percentages Used in Determining Minimum Rate, Maximum Rate and Default Raie™).
See “Changes in Percentages Used in Determining Minimum Rate, Maximum Rate and Default
Rate” below. Morgan Stanley & Co. Incorporated will receive no compensation for acting as
Market Agent. The Auction Agent has agreed to pay, out of the Auction Agent Fee, the fees, if
any, of any successor Market Agent in the event that Morgan Stanley & Co. Incorporated resigns
or is removed as Market Agent. The payment of any such fees by the Auction Agent could result
in anincrease in the Auction Agent Fee. See “Auction Procedures - Concertiing the Auction Agent”
below. The Trustee acting at the direction of the Holders of at least 66 2/3% of the principal
amount of the YCCs and ARCs, may remove the Market Agent. :
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Broker-Dealers. ‘Each Auction and the Linking of ARCs with YCCs require the
participation of one or more broker-dealers. The Auction Agent will enter-into an agreement with
Morgan Stanley & Co. Incorporated and may enter into similar agreements (collectively with
Morgan Stanley & Co. Incorporated, the “Broker-Dealer Agreements”) with one or more additional
broker-dealers (collectively, the “Broker-Dedlers”) approved by the Trustee, which provide’ for the
participation of Broker-Dealers in Auctions. See “Auction Participants -Broker-Dealers™ below.
Broker-Dealers must deliver manually signed Broker-Dealer A;:reements to the Auction Ag ;:ent at
least five Business Days before the first Auction in which they are to participate.

: The Auction Agent will maintain a register of the Beneticial Owners of ARCs. The Auction
Agent shall be required to register a transfer of ARCs from a Beneficial Owner to another Person
for purposes of Auctions only if such transfer is made to a Person that has delivered a signed
Master Purchaser’s Letter to the Auction Aéent and if (i) such transfer is pursuant to an. Auction or
(i) the Auction Agent has been notified in writing of (A) such transfer by such Existing Holder,
the Participant of such Existing Holder or the Broker-Dealer of such Existing Holder or (B) the
failure of such ARCs to be transferred as a result of an Auction by the Broker-Dealer of any Person
that purchased or sold such ARCs in an Auction. The Auction Agent is not required to-accept any
such notice for an Auction if it is received by the Auction Agent during the period (i) commencing
muncdlately prior to the opening of business on the Date of Delivery and ending immediately prior. -
to the opening of business on the Initial Interest Payment Date, (i1) commencing at 11:00 A.M.,
New York, New York time, on the Business Day immediately preceding any Regular Record Date -
for ARCs and ending immediately prior to the opening of business on the related Interest Payment
Date or (iii) commencing at 11:00 a.m., New York, New York time, on the Business Day -
immediately preceding the Redemption Rec,ord date for ARCs and ending immediately prior to the:
openirig of business on the related redemption date (each, a “Closed Period™). Except during a
Closed Period, the Auction Agent will promptly revise its list of Existing Holders for purposes of’
Auctions upon receipt of a Linking Request or a Request To. Separate (each as defined below under
“Linkage of YCCs with ARCs’ ) from a Broker-Dealer. See “Linkage of YCCs with ARCs”
below. :

AUCTIONS,

Exuépt as otherwisc déscribcd herein. an Auction to determine the Applicable ARC Rate for
each Subsequent Interest Period will be held on the Business Day 1mmed1ately preuedmg cauh-
Interest Payment Date (each, an Auutlon Date™).

MQ,ILPME

The followmg summary of the Auc,tlon Procedures to be used with respec,t to AULthH\ 1s
qualified by reference to the Auction Precedures attached hereto as APPENDIX L.

- Orders By Ex1stmg Holder% and Potential l—lolders Prior to the Submx:.mou Deadhne (as.
dcfmecl below under “Auction Procedures - Submlwon of Orders By Broker Dealere to’ Auctlon‘
Agent”) on each Auction Date i : o

(a) - Existing_Holder Orders eauh Ex1st1ng Holder of ARC\ may submit to a‘
Broker- Dealer a

(1) Hold Order - 1nd1uat1ng the principal amount of Outbtandm;_, ARCs, if any, held by such .. :

Existing Holder that such Existing Holder desires to continue to hold w1th0ut regard to the Auutlon :
Rate for the next succeeding Interest Period; ' _ B
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(i) Bid - indicating the principal amount of Outstanding ARCs, if any, that'such Existing
Holder offers to sell if the Auction Rate for the next succeeding Interest Period shall be less than
the rate per annum specified in such Bid by such Existing Holder; and/or

(iii) Sell Order - indicating the principal amount of Outstanding ARCs, if any, held by such
Existing Holder that such Existing Holder offers to sell without regard to the Auction Rate for the -
next succeeding Interest Period; and o :

(b) Potential Holder Orders: Broker-Dealers may contact Potential Holders to determine
their Bids - the principal amount of ARCs which such Potential Holder offers to purchase if the
Auction Rate for the next succeeding Interest Period shall not be less than the rates per annum
specified by such Potential Holder. '

The communication to a Broker-Dealer of the foregoing information is herein referred to as
an “Order” and, collectively, as “Orders.” An Existing Holder or a Potential Holder placing an
Order is herein referred to as a “Bidder” and, collectively, as “Bidders.”

An Order may be submitted in_y in a principal amount of $100,000 or any whole multiple
thereof. ' ' - ' :

An Existing Holder who is also the Beneficial Owner of ARCs which were Linked with
YCCs at the close of business on the immediately preceding Regular Record Date may not submit .
Orders in an Auction with respect to such Linked ARCs and such Linked ARCs will not be
included in the aggregate principal amount of ARCs held by such Existing Holder for the purposes
of the Atiction Procedures. ' o _ 5 ,

If any Beneficial Owner of ARCs which were Linked with YCCs at the close of business
on the immediately preceding Regular Record Date submits a Bid with respect to such ARCs, such
Bid will be treated as a Bid by a Potential Holder as set forth herein. N -

An Existing Holder may submit different types of Orders in an Auction with respect to
ARCs then held by such Existing Holder. An Existing Holder that offers to purchase additional.
ARG is, for purposes of such offer, treated as a Potential Holder. For information concerning the
priority given to different types of Orders placed by Existing Holders, see “Auction Procedures -
Submission of Orders By Broker-Dealers to Auction Agent” below.

The Master Purchaser’s Letter to be signed by each Existing Holder and each Potential
Holder of ARCs provides that (i) a Sell Order placed by an Existing Holder shall constitute an
irrevocable offer to sell the principal amount of Outstanding ARCs subject thereto, (ii) a Bid placed
by an Existing Holder shall constitute an irrevocable offer to sell the principal amount of ARCs
subject thereto if the rate specified in such Bid is greater than the Auction Rate determined in the
Auction and (iii) a Bid placed by a Potential Holder shall constitute an irrevocable offér to purchase
the principal amount of ARCs subject thereto if the rate specified in such Bid is less than or equal
to the Auction Rate determined in the Auction. The principal amount of ARCs purchased or sold
may be subject to proration procedures. See “Auction Procedures - Acceptance and Rejection of
Submitted Bids and Submitted Sell Orders and Allocations of ARCs” below. - Each purchase or
sale of ARCs shall be made for settlement in same day funds on the first Business Day following
the Auction Date at a price equal to 100% of the principal amount thereof. See “Auction
Procedures - Notification of Results; Settlement” below. " The Auction Agent is entitled to rely.
‘upon the terms of any Order submitted to it by a Broker-Dealer. ' ‘

" None of the County, the Trustée or the Auction Agent shall be responsible fdr any failure

of a Broker-Dealer to submit an Order to the Auction Agent. If an Order or Orders covering the
entire outstanding principal amount of ARCs held by an Existing Holder is not submitted to the
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Auction Agent prior to the Submission Deadline, either because a Broker-Deuler failed to contact
such Existing Holder or otherwise, the Auction Agent shall deem a Hold Order to have been
submitted on behalf of such Existing Holder covering the outstanding principal amount of ARCs
heid by such Existing Holder and not subject to Orders submitted to the Auction Agent.

" . None of the County or any‘affi_li,ate thereof may submit an Order in any Auction.
Certain Definitions. '

“ARCS Index” equals tﬁe gifeatér of the 30-Day Aftér—Ta'x EQuivalent Rate or thé 6-Month
After-Tax Equivalent Rate. ' R . S :

As used herein, “30-Day After-Tax Equivalent Rate,” on any date of determination, means
the interest rate per annum equal to; C S

30-Day “AA” Composite Commercial P'apa_er thé. on such _d_até times ( 1.00 minas. the

Statutory Corporate Tax Rate on such date); and

“6-Month After-Tax Equivalent Rate,” on'any date of detefmination, means the interest rate
per annum equal to:

6-Month “AA” Composite Comrmercial Paper Rate on such daté times (1.00 minus the
Statutory Corporate Tax Rate on such date). o .

For the purposes of the definitions of 30-Day After-Tax Equivalent Rate and 6-Month
After-Tax Equivalent Rate, _

- () ~ “Statutory Corporate Tax Rate,” on any date of determination, means the highest
tax rate bracket (expressed as a decimal) now or hereafter applicable in each taxable year on the
taxable income of every corporation as sét forth in Séction 1 of the Internal Revenue Code of
1986, as amended (the “Code™), or any successor section without regard to any minimum
additional tax provision or provisions regarding changes in rates during a taxable year. The
Statutory Corporate Tax Rate is currently 34%; - . :

(i)  *“30-Day ‘AA’ Composite Commercial Paper Rate,” on any date of determination,,
means (A) the interest equivalent of the 30-day rate on commercial paper placed on behalf of
issuers whose corporate bonds are rated AA by S&P, or the equivalent of such ratin g by S&P, as
made availabie on a discount basis or otherwise by the Federal Reserve Bank of New York for the
Business Day immediately preceding such date of determination, or (B) if the Federal Reserve .
Bank of New York does not make available any such rate, then the arithmetic: average of such
rates, as quoted on a discount basis or otherwise, by Morgan Stanley & Co., Incorporated,
Lehman Commercial Paper, Inc. and Merrill Lynch, Pierce, Fenner & Smith Incorporated or, in
lieu of any thereof, their respective affiliates or successors which are commercial paper dealers (the
“Commercial Paper Dealers™), to the Auction Agent for the close of business on the Business Day
immediately preceding such date of determination; and - ' '

, (i) - “6-Month “‘AA’ Composite Commercial Paper Rate.” on any date of determination,
~ means (A) the interest equivalent of the 180-day rate on commercial paper placed on behalf of
issuers whose corporate bond are rated AA by S&P, or the equivalent of such rating by S&P, as
made available on a discount basis or otherwise by the Federal Reserve Bank of New York for the.
Business Day immediately preceding such date of determination, or (B) if the Federal Reserve
Bank of New York does not make available any such rate, then the arithmetic average of such
rates, as quoted on a discount basis or otherwise, by the Commercial Paper Dealers to the Auction
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Agent for the close of business on the Business Day immediately preceding such date of -
determination. ' . : .

For purposes of the definitions of 30-Day “AA” Composite Commercial Paper Rate and
6-Month “AA” Composite Commercial Paper Rate, the “interest equivalent” means the equivalent
yield on a 360-day basis of a discount-basis security to an interest-bearing security. If any
Commercial Paper Dealer does not quote a commercial paper rate required to determine the 30-Day
- “AA” Composite Commercial Paper Rate or the 6-Month “AA” Composite Commercial Paper
Rate, the 30-Day “AA” Composite Commercial Paper Rate or the 6-Month “AA” Compasite
Commercial Paper Rate as the case may be,shall be determined on the basis of the quotation or

any substitute commercial paper dealer not included within the definition of Commercial Paper
Dealer above, which may be The First Boston Corporation or Goldman, Sachs & Co.. or their
respective affiliates or successors which are commercial paper dealers (a “Substitute Commercial
Paper Dealer™) selected by the Trustee (who shall be under no liability for such selection) to

If for any reason on any Auction Date the ARCS Index shall not be determined as
hereinabove provided, the Index shall be the ARGC:s Rate for the Interest Period ending on such
Auction Date. ' ' ' ' S

“Applicable Percentage” means, with respect to the ARCs and the YCCs, on any date of -
determination, the percentage determined as set forth below (as such percentage may be adjusted as
discussed below under “Auction Procedures - Changes in the Percentages Used in Determining
Minimum Rate, Maximum Rate and Default Rate”) based on the lower of the credit ratings of the
ARCy'in effect at the close of business on the Business Day immediately preceding such date of
determination: ' ‘

Prevailing Rating - Applicable Percentage
AAA/“Aaa” o 175%

AA/“Aa” 175

A/“A” 175

BBB/ “Baa” 200

Below BBB/ “Baa” 265

For purposes of this definition, the “‘prevailing rate” of the ARCs will be:

(i) AAA/ “Aaa” if the ARCs have a rating of AAA/ “Aay” by 'S.'&_P and Mdody’s,' -
respectively, or the equivalent of such rating by a substitute rating agency or agencies selected as.
provided below; ' ' ' '

(i)  ifnot AAA/“Aaa”, then AA/“Aa” if the ARCs have a rating of AA- and “Aa3" or
better by S&P and Moody’s, respectively, or the equivalent of $uch rating by a substitute rating
agency or agencies as provided below; S ' o

(i)  if not AAA/ “Aaa”,'AA/ ‘-‘Aa”, then A/ “A” if the ARCs have a rating of A- and
“A3” or better by S&P and Moody’s, respectively, or the equivalent of such rating by a substitute
rating agency or agencies selected as provided below; ' , ' o '




(iv)  if not AAA/ “Aaa”, AA/ “Aa” or A/ “A”, then BBB,/ “Baa” if the ARCs have a
rating of BBB- or “Baa” or better by $&P and Moody’s, respectively, or the equivalent of such
rating by a substitute rating agency ot agencies selected as provided below; and _

- (v) - if not AAA/ “Aaa”, AA/ “Aa”, A/’;A” or BBB/ “Baﬁ”,'thén_below BBB/ “*Baa”
whether or not the ARG are rated by any rating agency.. ' : ‘

If (x) the ARCs are rated by a rating service other than S&P or Moody’s and (y) the
County has delivered to the Trustee and the Auction Agent an instrument designating one or more
rating agencies to replace S&P or Moody’s then for purposes of this definition of “prevailing.
rating” S&P or Moody’s will be deemed to have been replaced in ‘accordance with such instrument;
provided, however, that such instrument shall be accompanied by the consent of the Market Agent..
For purposes of this definition, the term “rating agency” means a nationally recognized statistical
rating organization (as that term is used in the rules and regulations of the Securities and Exchange
Commission under the Securities Exchange Act) and S&P’s rating categories of AAA, AA-, A-
and BBB- and Moody’s rating categories of “Aaa,” “Aa3,” “A3" and “Baa’ refer to and include the
respective rating categories correlative thereto if any such rating agency has changed or modified its
generic rating categories or if Moody’s and S&P no longer rate the ARCs and have been replaced.
If the prevailing ratings for the ARCs are split between categories set forth above, the lower rating
will determine the prevailing rating. ‘ '

~ The above percentages may be adjusted by the Market Agent to reflect a Change of
Preference Law. Any such adjustment could affect the interest rate on YCCs for future Interest

Periods. See “Auction Procedures - Changes in Percentages Used in Determining Minimum Rate,
Maximum Rate and Default Rate” below. ' _

 “Maximum Rate” means, as of any Auction Date, the product of the ARCS Index in effect
on such date multiplied by the Applicable Percentage; provided, that if the ownership of the ARCs
is no longer maintained in book-entry form by the Securities Depository, the Maximum Rate on
any date of determination will mean the least of (x) the Applicable Percentage of the higher of (1)
the 30-Day After-Tax Equivalent Rate on such date and (2) the 60-Day After-Tax Equivalent Rate
on such date, (y) the Reference Rate and (z) the maximum rate, if any, permitted by California law
as the same may be modified by United States law of general application; and provided, further,
that in no event shall the Maximum Rate, when added to the Service Charge, exceed 11.00% per
annum for the ARCs and YCCs due September 1, 2007 and 11.25% for the ARCs and YCCs due
September 1,2012. ‘

“Minimum Rate” means, as of any date of determination thereof, 90% of the ARCS Index;
provided, however, that (x) if the Minimum Rate is applicable to the ARCs as determined pursuant
to the Auction Procedures, in no event shall such Minimum Rate exceed the excess of (A) the
Reference Rate over (B) the Service Charge Rate on such date or (y) if the Minimum Rate is .
applicable to the ARCs due to the linkage of all of the beneficial ownership of the ARCs with all of
the beneficial ownership of the YCCs, in no event shall such Minimum Rate exceed the Reference
Rate. See “Auction Procedures - Changes in Percentages Used in Determining Minimum Rate,
Maximun Rate and Default Rate” below. ' '

Submission of Orders By Brokers-Dealers to Auction Agent Prior to 1:00 P.M., New
York, New York time, on each Auction Date, or such other time specified by the Auction Agent
(the “Submission Deadline™), cich Broker-Dealer shall submit to the Auction Agent in writing all
Orders obtained by it for the Auction to be conducted on such Auction Date. Orders submitied by
. Broker-Dealers are irrevocable following the Submission Deadline.

If any rate specified in any Bid contains more than three figures to the 'right of the decimal

point, the Auction Agent shall round such rate up to the next highest one-thousandth (.001) of 1%.
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Any Bid specifying a rate-higher than the Maximum Rate will (i) be treated as a Sell Order if
submitted by an Existing Holder and (ii) not be accepted if submitted by a Potential Holder. See-
« Auction Procedures - Determination of Sufficient Clearing Bids, Winning Bid Rate and Auction

Rate” and “Auction Procedures - Acceptance and Rejection of Submitted Bids and Submitted Sell -
Orders and Allocations of ARCs” below. _ ' '

If any Existing Holder submits through a Broker-Dealer to the Auction Agent one or more
Orders covering in the aggregate more than the principal amount of Qutstanding ARCs held by
such Existing Holder, such Order shall be considered valid as follows and in the following order
of priority: : .

() ail Hold Orders shall be considered valid, but only up to and including the
aggregate principal amount of ARCs held by such Existing Holder, and if the aggregate principal
amount of ARCs subject to such Hold Orders exceeds the aggregate principal amount of ARCs -
held by such Existing Holder, the aggregate principal amount of ARCs subject to each such Hold
Order shall be reduced pro rata to cover the aggregate principal amount of Qutstanding ARCs held
by such Existing Holder; | ' o o ‘ ' ' o

(i) (A) any Bid shall be considered valid up to and incwludin g the excess of the
aggregate principal amount of Outstanding ARCs held by such Existing Holder over the aggregate
principal amount of ARCs subject to any Hold Order referred to in clause (1) above;

(B) subject to subclause (A), if more than one Bid with the same rate is submitted on
behalf of such Existing Holder and the aggregate principal amount of Outstanding ARCs subject to
such Bids is greater than such excess, such Bids shall be considered valid up to and including the
amount of such excess, and the principal amount 6f ARCs subject to each Bid with the same rate
shall be reduce pro rata to cover in the aggregate only the principal amount of ARCs equal to such
eXCess;

© subject to subclauses (A) and (B),-if more than one Bid with different rates is
submitted on behalf of such Existing Holder, such Bids shall be considered valid first in the
ascending order of their respective rates untl the highest rate is reached at which such excess exists
and then at such rate up to and-including the amount of such excess; and

(D)  in any such event, the a.ggregate principal amount of Qutstanding ARCS, if any,
subject to Bids not valid under this clause (ii) shall be treated as the subject of a Bid by u Potential
Holder at the rate specified therein; and ' ' ' : ‘

(i) all'Sell Otders shall be considered valid but only up to and including the excess of
the aggregate principal amount of Outstanding ARCs held by such Existing Holder over the
aggregate principal amount of ARCs subject to valid Hold Orders referred to in clause (i) and valid
Bids referred to in clause (ii) above. ' ' ‘

Any Bid or Sell Order submitted by an Existing Holder covering an aggregate principal
amount of ARCs not equal to an Authorized Denomination shall be rejected and shall be deemed a
Hold Order. Any Bid submitted by a Potential Holder covering an aggregate principal amount of
ARG not equal to an Authorized Denomination shall be rejected.

'Any Bid submitted by an Existing Holder or a Potential Holder specifying a rate lower than
the Minimum Rate shall be treated as a Bid specifying the Minimum Rate and any such Bid shall be
considered as valid and shall be selected in the ascending order of the respective rates in the
Submitted Bids. ' ' ' o '




~ Determination of Sufficient Clearing Bids, Winning Bid Rate and Auction Rae. Not earlier
than the Submission Deadline on each Auction Date, and promptly after such Submission Deadline
the Auction Agent will assemble all valid Orders submitted or deemed submitted to it by the
Broker-Dealers (each such Order as submitted or deemed submitted by a Broker-Dealer being
herein referred to as a “Submitted Hold Order,” a “Submitted Bid” or a “Submitted Sell Order,” as
the case may be, or as a “Submitted Order”) and will defermine the excess of the total principal
amount of Qutstanding ARCs over the principal amount of Qutstandin £ ARCs subject to Submirted
Hold Orders (such excess being herein referred to as the “Available ARCs”) and whether Sufficient
Clearing Bids have been made in the Auction. Sufficient Clearing Bids will have been made if the
aggregate principal amount of Outstanding ARCs subject to Submitted Bids by Potential Holders
- specifying one or more rates equal to or lower than the Maximum Rate equals or exceeds the sum
of the aggregate principal amount of Outstanding ARCs subject to Submitted Bids by Existing
Holders specifying one or more rates higher than the Maximum Rate and the aggregate principal
amount of Outstanding ARCs subject to Submitted Sell Orders. , '

If Sufficient Clearing Bids exisf, the Auction Rate for the next Interest Period will be the
lowest rate specified in such Submitted Bids (the “Winning Bid Rate”) which, taking into account
the rates in all Submitted Bids of Existing Holders, would result in Existing Holders continuing to
hold an aggregate principal amount of Outstanding ARCs which, when added to the principal
amount of Qutstanding ARCs to be purchased by such Potential Holders, based on the rates in
their Submitted Bids, would equal not less than the Available ARCs. .

, If Sufficient Clearing Bids have not been made (other than because all ARCy are subject to
Submitted Hold Orders), the Auction Rate for the next succeeding Interest Period will be the
Maximum Rate. If Sufficient Clearing Bids have not been made. Existing Holders that have
submitted Sell Orders may not be able to sell in theé Auction all ARCs subject to such Submitted
Sell Orders. See “Auction’ Procedures - Acceptance and Rejection of Submitred Bids and
Submitted Sell Orders and Allocations of ARCs™ below. a

If all of the_ Outstanding ARCs are subject to Submitted Hold Orders, the Auction Rate for
the next succeeding Interest Period will be equal to the Minimum Rate. -

" Acceptance and Rejection of Submitted Bids and Submitted Sej] Orders and Allocations of
ARCs. Based on the determinations made under “Auction Procedures - Determination of

to hold and/or pufchase ARC:s as set forth below. Existing Holders that submitted or were deemed
~ to have submitted Hold Orders shall continue to hold ARCs subject to such Hold Orders.

If Sufficient Clearing Bids have been made:

(a) cach Existing Holder -that placed a Submitted Sell Order or Submitted Bid
specifying a rate higher than the Winning Bid Rate shall sell the aggregate principal amount of
ARCs subject to such Submitted Sell Order or Submitted Bid: ‘

~(b) each Existing Holder that placed a Submitted Bid specifying a rate lower than the
Winning Bid Rate shall continue to hold the aggregate principal amount of ARCs subject to such
Submitted Bid; : . o

(c) each Potential Holder that placed a Submitted Bid specifying a rate lower than ‘th.é
Winning Bid Rate shail purchase the aggregate principal amount of ARCs subject to such
Submitted Bid; ' '
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©(d)  each Existing Holder that placed a Submitted Bid specifying a rate equal to the
Winning Bid Rate shall continue to hold the aggregate principal amount of ARCs subject to such
Submitted Bid unless the aggregate principal amount of Outstanding ARCs subject to all such
Submitted Bids is greater than the aggregate principal amount of Available ARC:s less the ARCs
accounted for in clauses (b} and (¢) above, in which eventeach Existing Holder that placed such a
Submitted Bid shall continue to hold a principal amount of Outstanding ARCs subject to such
Submitted Bid determined ona pro rata basis based on the aggregate principal amount of

outstanding ARCs subject to all such Submitted Bids by Existipg Holders;and =~

(&) each Potential Holder that placed a Submitted Bid specifying a rate equal to the
Winning Bid Rate shall purchase any Available ARCs not accounted for in clause (b), (<) or (d)
above on a pro rata basis based on the aggregate principal amount of outstanding ARCs subject to
all such Submitted Bids. a ' _

~ If Sufficient Clearing Bids have n_o.t been made (unless all of the Qutstanding ARCf\j are
subject to Submitted Hold Orders): . ' R

(@) each Existing Holder that placed a Submitted Bid specifying a rate equal to or lower
than the Maximum Rate shall continue to hold the principal amount of ARCs subject to such
Submitted Bid; ' ‘ .

(b)  each Potential Holder that placed a Submitted Bid specifying a rate equal to or lower
than the Maximum Rate shall purchase the principal amount of ARCs subject to such Submitted
Bid; and , . o ' ' ‘

_ © each Existing Holder that placed a Submitted Bid specifying 4 Tite higher than the
Maximum Rate or a Submitted Sell Order shall sell a principal amount of ARCs determined by
allocating the aggregate principal amount of ARCs specified in Potential-Holder Bids described in

(b) above on a pro rata basis based on the aggregate principal amount of ARCs subject to all such
Submitted Bids and Submitted Sell Orders. ' '

- - If, as a result of the Auction Procedures, any Existing Holder would be entitled or required
to sell, or any Potential Holder would be entitled or required to purchase, ‘a principul amount of
ARGCs that is not equal to an Authorized Denomination, the'Auction Agent shall, in Soch manner
as, in its sole discretion, it shall determine, round up or down the principal amount of ARCs being
sold or purchased on such Auction'Date so that the principul amount of ARCs sold or purchased by
each Existing Holder or Potential Holder shall be equal 1o an Authorized Denomination, even if
such allocation results in one or more of such Potential Holders not purchasing ARCs.

Notification of Results: Settlement. The following summary of the Settlernent Procedures .
to be used with respect to Auctions is qualified by reference to the Settlement Procedures attached
- hereto as APPENDIX 1.~ ' ' ' ‘ '

The Auction Agent is required to advise each Broker-Dealer that submitted an Order of the
Auction Rate for the next Interest Period and, if such Order was a Bid or Sell Order, whether such
Bid or Sell Order was accepted or rejected, in whole or in part, by telephone by approximately 3:00
P.M., New York, New York time, on each Auction Date. Each Broker-Dealer that submitted an
Order on behalf of a Bidder is required to then advise such Bidder of the Auction Rate for the next
Interest Period and, if such Order was a Bid or a Sell Order, whether such Bid or Sell Order was
accepted or rejected, in whole or in part, confirm purchases and sales with each Bidder purchasing
orselling ARCs as a result of the Auction and advise each Bidder purchasing or selling ARCs as a
result of the-Auction to give instructions to its Participant in the Securities Depository to pay the
purchase price against delivery of such ARCs or to deliver such ARCs against payment therefor, as
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appropriate. The Auction Agent will record each transfer of ARCs on the registry of Existing
Holders to be maintained by the Auction Agent. See “Auction Participants -Master Purchaser’s
Letter” above. ' _ _

In accordance with the Securities Depository's normal procedures, on the Business Day
after the Auction Date, the transactions described above will be executed through the Securities
Depository, and the accounts of the respective Participants at the Securities Depository will be
debited and credited and ARCs delivered as necessary to effect the purchases and sales of ARCs as
determined in the Auction. Purchasers are required to make payment through their Participants in
same-day funds to the Securities Depository against delivery through their Participants. The
Securities Depository will make payment in accordance with its normal procedures, which now
provide for payment against delivery by its Participants in same-day funds. '

If any Existing Holder selling ARCs in an Auction fails to deliver such ARCs, the
Broker-Dealer of any Person that was to have purchased ARCs in such Auction may deliver 1o
such Person a principal amount of ARCs that is less than the principal amount of ARCs that
otherwise was to be purchased by such Person but in any event equal to an Authorized
Denomination. In such event, the principal amount of ARC:s to be delivered shall be determined by
such Broker-Dealer. Delivery of such lesser principal amount of ARCs shall constitute good
delivery. : ‘

_ Concerning the Auction Agent. Chemical Bank is the initial Auction Agent under the Trust
Agpreement. ‘. .

The Auction Agent is acting as agent for the Trustee in connection with Auctions. In the
absence of bad faith or negligence on its part, the Auction Agent shall not be liable for any action
taken, suffered or omitted or for any error of judgment made by it in the performance of its duties
under the Auction Agency Agreement and shall not be liable for any error of judgment made in
good faith uniess the Auction Agent shall have been negligent in ascertaining the pertinent facts.

The Auction Agent may terminate the Auction Agency Agreement upon notice to the
Trustee, the Issuer and the Market Agent on a date no earlier than.90 days after such notice. If the
Auction Agent should resign.or be removed, the Trustee is obligated to use its best efforts to
appoint a-successor Auction Agent and enter into an agreement with a successor Auction Agent
containing substantially the same terms and conditions as the Auction Agency Agreement. The
Trustee. acting at the direction of the Holders of at least 66 2/3% of the aggregate principal amount
of the YCCs and ARCs, may remove the Auction Agent at any time upon 90 days’ notice,.

On the first Interest Payment Date and the Interest Payment Date for each Interest Period
immediately following an Auction Date, the Auction Agent will be entitled to receive a fee for all
services rendered by it under the Auction Agency Agreement and the Broker-Dealer Agreements
with respect to the Auction in an amount initially equal to an annualized rate of .03 of [% of the
aggregate principal amount of the ARCs upon which interest is paid and which was not linked with
YCCs at the close of business on the Regular Record Date immediately preceding such Auction
Date (the “Auction Agent Fee™). In addition, the Auction Agent will be entitled to receive on the
[nitial Interest Payment Date the Auction Agent Fee calculated for the Initial Interest Period on the
initial aggregate principal amount of the ARCs for all services rendered by it in connection with the
original issuance of the ARCs. : '

The Auction Agency Agreement provides that.the rate at which the Auction Agent fee
accrues will be such that the Auction Agent receives as compensation for all services rendered by it
under the Auction Agency Agreement and the Broker-Dealer A greements an amount comparable to
that received by the Auction Agent and at least two other institutions that perform similar functions

for rendering comparable services to others and which at least reflects the actual costs to the
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Auction Agent of rendering such services, including the amount of any fees payable by the Auction
Agent to the Market Agent. See “Auction Participants - Market Agent” above. The Auction Agent
and the Trustee (or, if the Trustee is also serving as the Auction Agent, the Market Agent) have
agreed to negotiate in good faith from time to time to determine the appropriate rate at which the
Auction Agent Fee should accrue. If the Auction Agent and the Trustee (or the Market Agent, as
the case may be) agree to an increase in the rate at which the Auction Agent Fee is to accrue, the
~-Auction Agent is required t0 give notice thereof to all Existing Holders within two Business Days
of such change and the Trustee is required to mail a notice thereof to all Holders of ARCs and
YCCs within two Business Days of such change. See Interest ~ Service Charge” above for a

description of the manner in which the Auction Agent Fee will be paid.

: Broker-Dealets. On the Interest Payment Date for each Interest Period immediately
following an Auction Date. each Broker-Dealer will be entitled to receive a service charge with
respect to the Auction held on such Auction Date in an amount initially equal to an annualized rate
~ of .25% of 1% of the aggregate purchase price of the ARCs upon which interest is paid and which
. were placed by such Broker-Dealer at such Auction (all such fees are colléctively referred to herein
as the “Broker-Dealer Fee”). For purposes of the preceding sentence; ARCs will be deemed to
have been placed by a Broker-Dealer in an Auction if such ARCs were (i) the subject of Hold
Orders deemed to have been made by Existing Holders and were acquired by such Existing.
Holders through such Broker-Dealer or (ii) the subject of an Order submitted by such
Broker-Dealer that is (A) a Submitted Bid of an Existing Holder that resulted in such Existing
Holder continuing to hold such ARCs as a result of the Auction, (B) a Submitted Bid of a Potential
Holder. that resulted in such Potential Holder purchasing such ARCs as a result of the Auction or
(C)-a valid Hold Order. In addition ARCs will be deemed to have been placed by & Broker-Dealer
in such Auction if such ARCs were acquired by an Existing Holder through such Broker-Dealer.
Each Broker-Dealer will also be entitled to receive a service charge on the Initial Interest Payment
Date calculated for the Initial Interest Period on the aggregate principal amount of the ARCs initiully
* sold by such Broker-Dealer or an affiliate thereof as-an underwriter in the initial offering of the
ARCs. . R
The Auction Agency Agreement provides that the rate at which the Broker-Dealer Fee
accrues will be the prevailing rate received by broker-dealers for rendering comparable services o
others. The Auction Agent has agreed to advise, after due inguiry, the Trustee, at the Trustee’s -
request, at least annually- of the then-current prevailing rate received by broker-dealers for
rendering comparable services to others. The Trustee will adjust the rate at which the
Broker-Dealer Fee accrues, if necessary, to equal such prevailing rate. 1f the Trustee determines 10
increase the rate at which the Broker-Dealer Fee accrues, the-Auction Agent is required to give
notice thereof to the Existing Holders within two Business Days of such change and the Trustee is
required to mail a notice thereof to the Holders of ARCs and YCCs within two.Business Days of
such change. See “Interest - Service Charge” above for a description of the manner in which the
Broker-Dealer Fee will be paid. ‘ ' -

If a Broker-Dealer submits an Order for its own account in any Auction, it might have an
advantage over other Bidders because it would have knowledge of Orders placed through itin that
Auction; such Broker-Dealer, however, would not have knowledge of Orders submitted by other
Broker-Dealers in the Auction. g : '

Changes in Percentages Used in Determining Minimum Rate, Maximum Rate and Default
Rate.  The Market Agent may adjust the percentage used in determining the Minimum Rate and the
Applicable Percentages used in determining the Maximum Rate and the Default Rate if adjustment
of such percentages is necessary, in the judgment of the Market Agent, to reflect any Change of
Preference Law such that the ARCs bearing interest at the Minimurn Rate and the Maximum Rate
would have substantially equal market values before and after such Change of Preference Law.

The Trust Agreement specifies certain factors to be taken into account by the Market Agent in
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making any such adjustment, Any such adjustment conid affect the interest rate' on YCCs for
future Interest Periods, A “Change of Preference Law™ means any amendment to the Code or
other statute enacted by the Congress of the United States or any temporary, proposed or final
regulation Promulgated by the Unjted States. Treasury, after the date of the Trust Agreement which
(1).changes or would ‘Cchange any deduction, credit or other allowance allowable in computing
liability for any federal tax with respect to, or (1) imposes or would impose ér reduces or would

The Market Agent shaj) communicate its determination to adjust the percentage used in
determining the Minimum. Rate and the Applicable Percentages used in determining the Maximum

Rate and the Default Rate by means of a written notice delivered to the Issuer, the Trustee and- the

An adjustment in the percentage used to determine the Minilﬁmﬂ Rate and the Applicable
Percentage used to determine the Maximum Rate and the Default Rate shall take effect on ap
Auction Date only if: (i) the Trustee and the Auction Agent receive, by 11:00 AM., New York,

New York time, on the Business Day Immediately Preceding such Auction Date, a certificate from

Maximum Rate and the Default Rate which shal] be specified in such authorization and (B)
confirming that counse] CXpects to be able to give an opinion of bond counse] on'such Auction Date
to the effect that the adjustment in the pereentage used to determine the Minimum Rate and the
Applicable Percentage to determine the Maximum Rate and the Defau]t Rate is authorized by the
Trust Agreement, is permitted under the laws of the State and wil] not have an adverse effect on the
exclusion of interest on the Certificates from &ross income of the owners thereof for federal income
tax purposes; and (ii) the Trustee and the Auction Agent receive, by 9:30 A.M.. New York, New.
York time; on such Auction Date, an opinion of bond counsel to.the effect that the adjustment in
the percentage used to determine the Minimum Rate and the Applicable Percentage used to
determine the Maximum Rate and the Defayiy Rate is authorized by the Trust Agreement. is
permitted under the Jaws of the State and will not have an adverse effect on the exclusion of interest
on the Certificates from £ross-income of the owners thereof for federa) income tax-purposes. Any
proposed adjustment in the percentage used to determine the Minimum Rate and the Applicable
Percentage used to determine the Maximum Rate and the Default Rate that falls under thyy section
shall not affect the percentage used to determine the Minimuin Rate-and the Applicable Percentage
then in effect, : g " ' ' B

Existing Holders 1o whom any of the foregoing notices have been delivered
should contact thejr respective Broker-Dealers to be given informatjon regarding
any of the foregoing changes, o ' n T
LINKAGE OF YCCS WITH ARCS

- Linking. Beneficia] Owners of YCCs may link such YCCs with an equal principal amount

of ARCs of the same maturity by purchasing such ARCg and requesting is Broker-Dealer to
deliver to the Auction Agent a Tequest for linking (in the form attached as an exhibit ‘to the
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Broker-Dealer Agreements) (a “Linking Request”) specifying the principal amount of ARCs and .
YCCs to be Linked and the Participant of such Beneficial Owner: . : R
: However, the YCCs and the ARCs may not be Linked during ‘the period
(the “Closed Period”): (i) commencing immediately prior ‘to the opening of
business on the Date of Delivery and ending immediately prior to the opening of
business on the Initial Interest Payment Date; (ii) commencing at 11:00 A.M.,
New York, New York time, on the Business Day immediately preceding each
Regular Record Date for ARCs and ending immediately prior to ‘the opening of
business on the related: Interest Paymeént Date; or (iii) commencing at
11:00 A.M., New York, New York time, on the Business Day immediately
preceding each Redemption Record Date for ARCs and ending immediately prior
to the opening of business on the related redemption date. ‘

The Auction Agent will deliver appropriate instructions to the Securities Depository to-debit
such ARCs and YCCs from and to credit the account of the Participant specified in the Linking
Request. ARCs and YCCs which have been Linked are herein collectively referred to as “Linked
Securities.” When Linked Securities are credited, the beneficial ownership thereof will be recorded
at the Securities Depository under a single CUSIP number. See “CUSIP Numbers™ below.

A Linking Request which is submitted to the Auction Agent by 12:00 noon New York,
New York time on any Business Day (other than during a Closed Period) will, under procedures to
be used by the Auction Agent and the Securities Depository, normally result in the linkage of the
YCCs and the ARCs subject to such Linking Request under a single CUSIP number immediately
prior to the close of business on the'next succeeding Business Day. . -

Beneficial Owners of ARCs which were Linked with YCCs at the close of business on the -
Regular Record Date immediately preceding any Auction Date may not participate in the Auction
held on such Auction Date. As a result, however, such Beneficial Owners will not be obligated to
pay the Service Charge with respect to such ARCs on the Interest Payment Dates following the
next succeeding Interest Period.

YCCs and ARCs which are Linked may only be transferred tcgether as Linked Securities in
minimum denominations of $200,000 ($100,000 principal amount of YCCs and $100,000
principal amount of ARCs) and any multiple thereof. e : '

A purchaser of Linked Securities in the secondary market will make payment of the
‘purchase price thereof in accordance with the Securities Depository’s then-current normal
procedures, which now provide for payment in next-day funds against delivery to its Participant of
such Linked Securities.

If the YCCs or the ARCs are no longer mdintained in book-entry form by the Securities
Depository, the YCCs and the ARCs may not be Linked. " See “Securities Deposttory and
Book-Entry Ownership” above for a description of the circumstances under which the YCCs or the
ARCs may no longer be maintained in book-entry form by the Securities Depository.

Separating YCCs and ARCs. A Beneficial Owner of Linked Securities may separate such
Linked Securities at any time, other than during a Closed Period, by requesting its Broker-Dealer
to deliver to the Auction Agent a request to separate (in the form attached as an exhibit to the
Broker-Dealer Agreement) (a “‘Request To Separate”), specifying the principal amount of ARCs
and YCCs to be separated and the Participant of such Beneficial Owner. In addition, prior to the
separation, anless already delivered, such Beneficial Owner or its Broker-Dealer will be required to
sign and deliver to the Auction Agent a Master Purchaser’s Letter. See “Auction Participants -
Master Purchaser’s Letter” above. - :
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_ The Auction Agent will deliver appropriate instructions to the Securities Depository to debit
such Linked Securities from and to credit such separated ARCs and YCCs to the account of the
Participant specified in the Request To Separate. When such YCCs and ARCs are credited, the
beneficial ownership thereof will be recorded at the Securities Depository under separate CUSIP

numbers. See “CUSIP Numbers” below.

The Beneficial Owner of ARCs which are not Linked but which ‘were Linked at the close of
business on the Regular Record Date immediately preceding an Interest Period (“Newly Separated
ARCs”) will receive interest on such ARC:s at a rate per-annum equal to the sum of (i) the Auction
Rate or Maximum Rate, as the case may be, applicable to such Interest Period and (11) the Service
~ Charge Rate. . _ : SO o ’

A Request To Separate which is submitted to the Auction Agent by 12:00 noon. New
York, New York time. on any Business Day (other than during a Closed Period) will, under
procedures to be used by the Auction Agent and the. Securities Depository, normally result in the
separation irnmediately prior to the close of business on the next Business Day. -

CUSIP NUMBERS

The CUSIP numbers for YCCs, Regular ARG, Newly Separated ARCs. Regular Linked
Securities and Newly Linked Securities, respectively, are as follows: - _

 CUSIP Number  September . 2007  September 1. 2012

797391~ - ' .
YCCs A HZ5 JEO
Regular ARCs* - _ HX0 JC4
Newly Separated ARCg** B HW?2 o JIB6
Regular Linked Securities o - . HY&® o JD2
Newly Linked Securities** - ‘ - . HV®6 ‘ - JAR

* Regular ARCs are ARCs which are not Linked with YCCs and which are not Newly
R Separated ARCs. - , U : , S
ok All Newly Separated ARCs and Newly Linked Securities will automatically, become
Regular ARCs and Regular Linked Securities, respectively, on each Auction Date.

MANDATORY TENDER OF ARCS

Any beneficial owner of YCCs may, at any time and from time to time, notify a
Broker-Dealer that such beneficial owner desires to-purchase ARCs of the same Maturity Date in an
aggregate principal amount equal to $100,000 or any integral multiple thereof on the date specified
in such notice (a “Tender Date™) by book-entry transfer of such ARCS to the account of the
Participant of such Beneficial Owner identified in such notice. Such Tender Date shall not be less
than thirty Business Days after the date of such Tender Demand and shall not be later than the
Business Day next preceding the first day of the next Closed Period. The purchase price (the
“Tender Price”) shall equal the principal amount of ARCs being purchased (in the case of Regular
ARGCs) plus accrued interest from and including the preceding Interest Payment Date to, but
excluding. the Tender Date at the respective Applicable ARC Rate less the Service Charge Rate. -

Such Broker-Dealer shall give the Securities Depository, the Auction Agent and the Trustee
written notice (a “Tender Demand”) stating that such Beneficial Owner is the beneficial owner.of a

H-20




- specified stated amount of YCCs and that such Beneficial Owner w1shes to purghase an equai
principal amount of ARCs of the same maturity on a specified Tender Date for Linking with such
YCCs. Any Tender Demand shall be given to the Securities Depository. the Trustee and the
Auction Agent no later than the Business Day following receipt by the Blokel Dealer of the notice
from the Benefmal Owner of such ARCs. :

On the sev.,ond Buxmess Day following the day of the Securities Depox:tmy s receipt of a
Tender Demand, the Securities Depository shall select, by lot in such manner (selecting first from
Regular ARCs and then from Newly Separated ARCs) as it shall determine from a position listing
of the aggregate stated amounts of Regular ARCs and Newly Separated ARCs as of the close of
business on the date of such Tender Demand, the Regular ARCs and Newly Separated ARCs to be
tendered. The Securities Depository shall give the Participant for the Regular ARCs or Newly
Separated ARCs so selected and the Auction Agent written notice (a “Tender Notice™) thereof.
Such Tender Notice shall specify the Tender Date sef forth in such Tender Demand, the amount of
Regular ARCs and or Newly Separated ARCs to be tendered by such Participant on the Tender
Date and the Tender Price thereof. Each Tender Notice shall be mailed to such Participant and the
Auction Agent by first class mail postage prepaid, no later than the second Business Day following
the date of the Securities Depository’s receipt of such Tender Demand. On receipt of the Tender
Notice, the Auction Agent shall contact such Participant to request such Participant to disclose to
the Auction Agent the Existing Holders of the Regular ARCs or Newly Separated ARCs so
specified in the Tender Notice. In the absence of receiving any such information with respect toan
Existing Holder, from such ‘Existing Holder’s Participant or otherwise, the Auction Agent may
continue to treat such Existing Holder as the Beneficial Owner of the stated amount of Regular
ARCs or New]y Separated ARCs shown in the Auction Agent’s registry.

The ARCs speufled in a Tender Notice are subject to 1mndat01y tender on [he Tender Date
specified therein against payment of the Tender Price specified therein. On such Tender Date, the
Beneficial Owner of the YCCs who has caused the Tender Demand to be submitted shall cause its
Broker-Dealers to forward such Tender Price through the Securities Depository to such Existing
Holders™ Participants immediately available funds by 2: 00'P.M., New York, New York time. The
Securities Depository shail deliver such ARCs against payment thcrefor by book- -entry transfer on
the Tender Date to the account of the Broker-Dealer without any action on the part of or on behalf
of the Beneficial Owners of the ARCs. Upon receipt of such ARCs on the Tender Date, the
Broker-Dealer shall deliver such ARCs against payment thérefor by book-entry transfer to the
account of the Participant specified by the Beneficial Owner of the YCCs if not such -
Broker-Dealer. Such Beneficial Owner of YCCs and the Brokeér-Dealer which subinitted the
Tender Demand shall thereupon take all actions required to have such YCCs and the Regular ARCs
or Newly Separated ARGCs, as the case may be, Linked pr1or to the next succeeding Closed Period.

In the event that any Beneficial Owner of YCCs that has submitted a Tender Demand fails
-to provide the Tender Price for the purchase of the stated amount of ARCs specified therein on the
Tender Date therefor, the purchase of such principal amount of ARC:s shall not take place on such
Tender Date, and in such event such principal amount of ARCs shall be deemed to be subject to a
Submitted Sell Order for purposes of the next succeeding Auction. The foregoing provisions shall
not, however, be deemed to limit the obligations of a Beneficial Owner of YCCs to pay the Tender
Price specified in any Tender Notice given on behalf of such owner, or to reimburse any
Broker-Dealer or other person on account of the payment of such Tender Pme

The giving of a Tendér Notice with respect to a Regular ARCs or Newly Separated ARCs

shall supersede any Order given by the Existing Holder of such ARCs with respect to such ARCs
for the Auction next fOHOWlI‘lé 5 'the Tender Ddte specified in the Tender Notice.
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SELECTION OF ARCS AND YCCS TO BE REDEEMED

The YCCs and the ARCs may be redeemed only in Authorized Denominations. The
aggregate amount of the YCCs and the ARC:s to be redeemed will be selected.from Regular Linked
Securities and from Newly Linked Securities proportionally i accordance with the relative
amounts thereof, and the remaining amount of ARCs to be redeemed shall be selected from ARCs
and Newly Separated ARCs (on a pro rata basis in accordance with the relative principal amounts
thereof) on the Redemption Record Date. R ' ' , .

SPECIAL CONSIDERATIONS |
Prospectivé purchasers of the YCC_s;;i‘nd“ARCs should note the following:

The increases and decreases in market value of the YCCs can be expected to vary to a much
' greater extent than the changes in market value of an equal principal amount of fixed rate bonds
bearing interest at one-half the Reference Rate und having similar credit quality, redemption
* provisions and maturity (excluding in such comparison any potential premium paid or received for
the YCCs beyond that which would be paid for such fixed rate bonds). : '

Because the interest rate With respect to the YCCs will be determined by _Subtfactin g the
Applicable ARC Rate from a fixed amount. the interest rate on the YCCs will:
' decrease as the Applicable ARC Rate increases, and
increase as the Applicable ARC Rate decreases.

In addition, as a result, the interest rate with respect to the YCCs will equal zero if the
-Applicable ARC Rate is equal to the Reference Rate, 11.00% per annum for the ARCs and YCCs
due September 1, 2007 and 11.25% for the ARCs and YCCs due September 1, 2012, -

Under the terms of the Trust Agreement, the Market Agent may, in the event of a Change
of Preference Law, adjust the percentage used to'determine the Minimum Rate or the Applicable
Percentages used to determine the Maximum Rate. See the.information above under “Auctions
Procedures - Changes in Percentages Used in Determining Minimum Rate. Maximum Rate and
Default Rate.” Any such adjustment could result in a higher Applicable ARC Rate for future
Interest Periods and, therefore, a lower interest rate with respect to YCCs for such périods. In
addition, the rates at which the Auction Agent Fee and the Broker-Dealer Fee accrue may be
changed as described above under “Auction Procedures - Concerning the Auction Agent” and
“-Broker-Dealers.” Assuming a constant Auction Rate, any increase in either the Auction Agent
Fee Rate or the Broker-Dealer Fee Rate would result in a lower interest rate on the YCCs,

In order to Link YCCs with ARCs, a Beneficial Owner of YCCs must have purchased a.
like principal amount of ARCs to be Linked. ' See the information above under “Linkage of YCCs
with ARCs.” The County is not obligated to provide YCCs to a Beneficial Owner of ARCs who
desires to Link such ARCs with the YCCs held by such Beneficial Owner. A Beneficial Owner of
YCCs may be able to acquire ARCs by bidding in the next succeeding Auction for ARCs, provided
that the Beneficial Owners of ARCs do not submit Hold Orders covering all of the ARCs in the
Auction. In such event, no ARCs would be available for purchase at any rate bid by such
Beneficial Owner of YCCs in that Auction. See information above under “Auction Procedures.”
A Beneficial Owner of YCCs who bids at zero percent (0%) in such Auction may elect to require
ARCs to be tendered to it for purchase. See information above under “Mandatory Tender of
ARCs.” Otherwise, a Beneficial Owner of YCCs might be able to purchase ARCs in the
secondary market, outside of Auctions, through a Broker-Dealer prior to the next scheduled
Auction for ARCs; however, an active secondary market for the ARC is not expected to develop,
other than in Auctions. -
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MORGAN STANLEY & CO. INCORPORATED HAS ADVISED THE COUNTY THAT IT
INTENDS INITIALLY TO MAKE A MARKET FOR THE YCCS AND FOR THE ARCS
BETWEEN AUCTIONS; HOWEVER, MORGAN STANLEY & CO. INCORPORATED IS NOT
OBLIGATED TO MAKE SUCH MARKETS AND MAY DISCONTINUE THE MAKING
SUCH MARKETS AT ANY TIME WITHOUT NOTICE. NEITHER THE COUNTY NOR
MORGAN STANLEY & CO. INCORPORATED CAN GIVEN ANY ASSURANCE THAT

SECONDARY MARKETS THEREFORE WILL DEVELOP. :
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APPENDIX I
AUCTION PROCEDURES

The Auction Procedures, as defined in the Trust Agreement, consist of Exhibit C of the
Trust Agreement as set forth below. All of the terms used in this APPENDIX I are defined herein
or in the other part of this Official Statement. The headings below do not appear in the Trust
Agreement and have been included herein for convenience only. S o

Orders by Existing Holders and Potential Holders

Subject to the provisions of subsection (b) of Exhibit C. Auctions shzi_l! be conducted on
each-Auction Date, in the following manner: :

" (a)(@) Prior to the Submission Deadline on each Auction Date:

(A)  each Existing Holder of Auction Rate Notes (the_‘.‘ARCs”) may submit to a
Broker-Dealer information as to: L : _

I the principal amount of Outstanding ARCs, if any, held by such Existing Holder
which such Existing Holder desires to continue to hold without regard to the Auction Rate for the
next succeeding Interest Period,; ' o :

(If) . the principal amount of Outstanding ARCs, if any, which such Existing Holder
offers to sell if the Auction Rate for the next succeeding Interest Period shall be less than the rate
per annum specified by such Existing Holder; and/or

(OI)  the principal amount of Outstanding ARCs, if any, held by sﬁch Existing Holder
which such Existing Holder offers to sell without regard to the Auction Rate for the next
succeeding Interest Period; S o - . -

and

(B)  one or more Broker-Dealers may-contact Potential Holders to determine the
principal amount of ARCs which each such Potential Holder offers to purchase if the Auction Rate
for the next succeeding Interest Period shall not be less than the rate per annum specified by such
Potential Holder. ‘

For the purposes hereof, the comrmunication to a Broker-Dealer of information referred to
in clause (A){T), (AXID), (AXII) or (B) of this paragraph (i) is referred to herein as an “Order” and
collectively as “Orders” and each Existing Holder and each Potential Holder placing an Order is
referred to herein as a “Bidder” and collectively as “Bidders”; an Order containing the information
referred to in (x) clause (A)(I) of this paragraph (i) is referred to herein as a “Hold Order’” and
collectively as “Hold Orders,” (y) clause (A)(II) or (B) of this paragraph (i) is referred to herein as
a “Bid” and collectively as “Bids” and (z) clause (A)II) of this paragraph (i) is referred to herein
as a “Sell Order” and collectively as “Sell Orders.” o

(iD(A) Subject to the proviSiohs of subsection (b) of Exhibit C a Bid by an Existing Holder
shall constitute an irrevocable offer to sell: _ 7 :

(I)’  the principal amount of Outstandiﬁg ARCs specified in such Bid if the Auction Rate
determined as provided in Exhibit C shall be less than the rate specified in such Bid: or
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(II)  such principal amount or a lesser principal amount of Outstanding ARCs, to be *
determined as set forth in Clause (D) of paragraph (i) of subsection (d) of Exhibit C, if the Auction
Rate determined as provided in Exhibit C shall be.equal to the rate specified in such Bid; or

(IIT)  such principal amount or a lesser principal amount of Outstanding ARCs to be
determined as set forth in clause (C) of paragraph (ii) of subsection (d) of Exhibit C if the rate
specified in sueh B1d shall be hlgher than the’ Maxunum Rate and Sufflelent Cledrmg Bids do not
‘ cxxbt ' .

in eaeh case for settlement in'sdme day funds on he next Interest Payment Date therefor at'd
price equal to 100% of the principal amount thereof ‘

(B) Subjeet to the provisions of gubseetron (b) of a Sell Order by an Ex1st1ng Holder
shail eonsutute an irrevocable offer to sell:

(I) the principal amount of Outstandlng ARCS speelfred in such.Sell Order if Sufficient
Clearing Bids exist; or g

(H) “such principal amount or‘a lesser’ ‘prificipal ‘amount of Outstanding ARCs
determined-pursuant to clause (C) of paragraph (ii) of subsection (d) of Exhibit C if Sufficient
Clearmg B1ds do not exist. ,

- in eaeh case for settlement in same day funds on the néxt Interest Payment Date therefor at a
price equal to 100% of the principal amount thereof.

(C)  Subject fo the provisions Of subseetron (b) a Bld by a Potential Holder shall
constitute an irrevocable offer to purchase; =~ - 3 -

(I) the principal amount of Outstandmg ARCs bpecrfled in such B1cl if the Auction Rate
determrned as prov1ded in Exhlblt C <'.hall be h1gher than the’ rate speufred in sueh B1d or *

(II) such prmerpal amount or a lesser principal amount of Outstandmg ARCs
determined pursuant to clause (E) of paragraph (i) of subsection (d) of Exhibit C if the Auction
Rate determined as provided in Exhibit C shall be equal to the rate spe01f1ed in such Bid.

- in each case for settlement in same day funds on the next Interest Payment Date therefor ata
price equa.l to 100% of the principal amount thereof
Submlssmn of Orders of Broker Dealers to Auctlon “Agent _

: (b)(l) Each Broker Dealer shall submit ‘in writing to the Auction- Agent prror 1o the
Submission Deadline on each Auetlon Date all Orders obtamed by sueh Broker Dealer speufymg
with respeet to each such 0rder | . _

o (A) U ther name of the B1dder plaomg sueh Order o N :

(B) the aggregate prmc1pal amount of ARCs that are the sub]eet of sueh Order

-(C) - to the extent that such Bidder is an' Exr:nng Holder |

4y the prlnerpal amount of ARCs 1f any, bllbjCCt to any Hold Order plaeed by such
Exlstmg Holder ‘* _




. ('1_1) the principal amount of ARCs, if any, subject to any Bid placed by such Existing
‘Holder and the rate specified in such Bid; and L : S ,

” (HI) the principal amount of ARCs, if any, subject to any Sell Orderrplaccd by such
Existing Holder; and . ‘ ' : '

, (D) - to the extent such Bidder is a Po.ten,tial Holder, the rate specified in such Potential
Holder’s Bid.

. (i) Ifanyrate specified in any Bid contains more than three tigures to the right of the
- decimal point, the Auction Agent shall round such rate up to the next highest one thousandth (001
of 1%. S - e

(i) If an Order or Orders covering all Outstanding ARCs held by any Existing Holder
is not submitted to the Auction Agent prior to the Submission Deadline, the Auction Agent shall
deem a Hold Order to have been submitted on behalf of such’Existing Holder covering the
principal amount of Outstanding ARCs held by such Existing Holder and not subject to an Order
submitted to the Auction Agent. ' o

(iv):  None of the County, the Trustee nor the Auction. Agent shall be responsible for any
failure of a Broker-Dealer to submit an Order to the Auction A gent on behalf of any Existing
Holder or Potential Holder, : g : SR

(v) . If any Existing Holder submits through a Broker-Dealer to the Auction Agent one
or more Orders covering in the aggregate more than the principal amount of Outstanding ARCs
held by such Existing Holder, such Orders shall be considered valid as follows and in the
following order of priority: - L ‘ :

(A)  all Hold Orders shall be considered valid, but only up to and including in the
aggregate the principal amount of ARCs held by such Existing Holder, and, if the aggregate
principal amount of ARCs subject to such Hold Orders exceeds the aggregate principal amount of
outstanding ARCs held by such Existing Holder, the aggregate principal amount of ARC subject
to each such Hold Order shall be reduced pro rata to cover in the aggregate principal amount of
Outstanding ARCs held by such Existing Holder: - : -

(B)(I) any Bid shall be considered valid up to and including the excess of the principal
amount of Outstanding ARCs held by such Existing Holder over the aggregate principal amount of
ARCs subject to any Hold Orders referred to in clause (A) of this paragraph (v); SRR

- () subject to subclause (J) of this clause (B), if more than one Bid with the same rate
1s submitted on behalf of such Existing Holder and the aggregate principal amount of Qutstanding
ARCs subject to such Bids is greater than such excess, such Bids shall be considered valid up to
and including the amount of such excess, and the stated amount.of ARCs subject to each Bid with

the same rate shall be reduced pro rata to cover in the aggregate only the principal stated amount of
ARCs equal to such excess; . ' : '

(D). -subject to subclause (I) and (H) of this'claus_é ‘(B), if more than one Bid with
different rates is submitted on behalf of such Existing Holder, such Bids shall be. considered valid
first in the ascending order of their respective rates until the highest rate is reached at which such

excess exists and then at such rate up to and including the amount of such excess: and

o (IV) in any such eyent’,' the aggrcg'ate' prinéipal amount of Outsiariding ARG, if any,
subject to Bids not valid under this clause (B) shall be treated as the subject of a Bid by a Potential
~Holder at the rate therein specified; and .




(C)  all Sell Orders shall be considered valid up to and including the excess of the - .
principal amount of-Outstanding ARC:s held by such Existing Holder over ‘the aggregate principal
amount of ARCs subject to valid Hold Orders referred to in clause (A) of this paragraph (v) and
valid Bids referred to in clause (B) of this paragraph (v). - . :

(viy - If more than one Bid for ARCs is submitted on behalf of any Potential Holder, each
Bid submitted shall be a separate Bid with the rate and principal amount therein specified.

(vii) Any Bid or Sell Order submitted by an Existing Holder covering an aggregate
principal amount of ARCs not equal to $100,000 or a whole multiple thereof shall be rejected and
shall be deemed a Hold Order. - Any Bid submitted by a Potential Holder covering an aggregate -
principal amount of ARCs not equal to $100,000 or a whole thereof shall be rejected. :

(viii) -Any Bid submitted by an Existing Holder or a Potential Holder specifying a rate
lower than the Minimum Rate shall be treated as a Bid specifying the Minimum Rate and each such
Bid shall be considered as valid-and shall be selected in the ascending order of their respective rates
in the Submitted Bids. S SR

(ix)  Submitted Orders shall be irrevocable after the Submission Deadline.
Determination of Sufficient Clearing Bids, Winning Bid Rate and Auction Rate._‘.'

(©)(i) Not earlier than the Submission Deadline on each Auction Date, the Auction Agent
shall assemble all valid Orders submitted or deemed submitted to it by the Broker-Dealers (each
such Order as submitted or deemed submitted by a Broker-Dealer being hereinafter referred to
individually as a “Submitted Hold Order.” a “Submitted Bid” or a “Submitted Sell Order,” as the
case may be, or as a “Submitted Order” and collectively as**Submitted Hold Orders.” “Submitted
" Bids™ or “Submitted Sell Orders,” as the case may be. or as “Submitted Orders”) dnd shall

determine: , e : ' o : -

(A) the excess of the total principal amount of Outstanding ARCs over the sum of the
“aggregate principal amount of Outstanding ARCs subject to Submitted Hold Orders (such excess
being herein referred to as the “Available ARCs™);and =~ - - ' R

(B)  from such Submitted Orders whether the aggregate principal amount of Outsmﬁding ,
ARCs subject to Submitted Bids by Potential Holders specifying one or more rates equal to or
lower than the Maximum Rate exceeds or is equal to the samof: - - ‘ ' .

(I the aggrcgdte principal amount of Outstariding ARCs $ubject to Submitted Bids by
Existing Holders specifying one or more rates higher than the Maximum Rate: and ‘

' (I)  the aggregate principal amount of Outstan'd'ing ARCs subject to Sublﬁitted Sell
Orders o : e B

(in the event such excess or such equality exists (other than because the sum of the
principal amounts of ARC:s in subclauses (I1) and (ILI) above is zero because all of the Outstanding
ARCs are subject to Submitted Hold Orders), such Submitted Bids in-subclause (1) above being
herein referred to collectively as “Sufficient Clearing Bids™): and '

(C)  if Sufficient Clearing Bids exist, the lowest rate specitied in such Submitted Bids (
which shall be the “Winning Bid Rate™) such that if: : '
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(D(aa) each such Submitted Bid from Existing Holders specifying such lowest rate and
(bb) all other Submitted Bids from Existing Holders specifying lower rates were rejected. thus
entitling such Existing Holders to continue to hold the principal amount of: ARCs subject to such,
Submitted Bids; and [ - : o - f :

~(IM)aa) each such Submitted Bid from Potential Holders specifying such lowest tate and
(bb) all other Submitted Bids from Potential Holders specifying lower rates were accepted,

- 'the result would be that such Existing Holders described in subclause (I} above would
continue to hold an-aggregate principal amount of Outstanding ARCs . which. when added to the
aggregate principal amount of Outstanding ARCs to be purchased by such Potential Holders
described in subclause (II) above, would equal not less than the Availuble ARCs. ,

(1) Promptly after the Auction Agent has made the determinations pursuant to
paragraph (i) of this subsection (¢}, the Auction Agent shall advise the County and the Trustee of
the Maximum Rate and the Minimum Rate and the components thereof on the Auction Date and,
based on such determinations, the Auction Rate for the next succeeding Interest Period as follows:

(A)  if Sufficient C-le,:aring Bids exist, that the Auction Rate for the next succeeding
[nterest Period shall be equal to the Winning Bid Rate so determined: ' : .

' By if Sufficient‘ Clearing Bids do not exist (other than because all of the Outstanding.
ARGC:s are subject to Submitted Hold Orders), that the Auction Rate for the next succeeding Interest
Period shall be equal to the Maximum Rate: or- ., - . S '

(C)  ifall Outstanding ARC: are subject to Submitted Hold Orders, that the Auction Rate’
for the next succeeding Interest Period shall be equal to the Minimum Rate. :

Acc'eptan.ce' and Rejection of Submitted Bids and Submitted Sell. Orders and
Allocations of ARCs : o

(d) Existing Holders shall continue to hold the principal amount of ARCs that are
subject to Submitted Hold Orders, and, based on the determinations made pursuant to paragraph (i)
of subsection (¢) of Exhibit C, Submitted Bids and Submitted Seil Orders shall be aceepted or
rejected and the Auction Agent shall take such other action as set forth below: :

{i) If Sufficient Clearing Bids have been made, all Submitted Sell Orders shall be
accepted and, subject to the provisions of paragraph (iv) of this subsection (d), Submitted Bids
shall be accepted or rejected as follows in the following order of priority and all other Submitted
Bids shall be rejected: : :

(A) Existing Holders’ .Submitted Bids specifying any rate that is highe_r than the
Winning Bid Rate shall be accepted, thus requiring each such Existing Holder to-sell the aggregate
principal amount of ARCs subject to such Submitted Bids; IR

By . ExiSting Holders’_'Srubmitt&ed Bids spec'if'yingany'rate_that s lower than the
Winning Bid Rate shall be rejected, so that each such Existing Holder shall continue to hold the
aggregate principal amount of ARCs subject to such Submitted Bids:

(C'). Potential Holders' Submitted Bids specifying any rate that is lower than the

Winning Bid Rate shall be accepted, thus requiring each such Potential Holder to purchase the
aggregate principal amount of ARCs subject to such Submitted Bids: :
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- . (D) each Existing Holders’ Submitted Bid specifying a rate that is equal to the Winning
Bid Rate shall be rejected, so that such Existing Holder shalk continue to hold the aggregate
principal amount of ARCs subject to such Submitted Bid, unless the aggregate principal amount of”
Outstanding ARCs subject to all such Submitted Bids shall be greater than the principal amount of
ARCs (the “remaining principal amount”) equal to the excess of the Available ARCs over the
aggregate principal amount of ARCs subject to Submitted Bids described in'clauses (B) and (C) of
this paragraph (1), irl which event such- Submitted Bid of such Existing Holder shall be rejected in
part, so that such Existing Holder shall continue to hold the principal amount of ARCs subject to
cuch Submitted: Bid, but only in an amount equal to the aggregate principal amount of ARCs
obtained by muitiplying the remaining principal amount by a fraction of the numerator of which
shall be the principal amount of Outstanding ARCs held by such Existing Holder subject to such
Submitted Bid and the denominator of which shall be the aggregate principal amount of’
Qutstanding ARCs subject to all such Submitted Bids made by all such Existing Holders that
specified a rate equal to the Winning Bid Rate, and the balance of each such Submitted Bid shall be
accepted; and ' - : ' ' R

(B)  each Potential Holder’s Submitted Bid specifying a rate that is equal to the'Winning
Bid Rate shall be accepted but only for a principal amount of ARCs obtained by multiplying the
excess of the aggregate principal amount of Available ARCs over the aggregate principal amount of
ARCs subiject to Submitted Bids described in clauses (B), (C) and (D) of this paragraph (i) by a’
fraction the numerator of which shall be the aggregate principal amount of Outstanding ARCs
subject to-such Submitted Bid and the denominator of which shall be the sum of the principal
amounts of Outstanding ARCs subject to Submitted Bids made by all such Potential Holders that
specified a rate equal to the Winning Bid Rate, and the balance of each such Submitted Bid shall be-
rejected. :

(ii) If Sufficient Clearing Bids have not been made (other than because all of the -
Outstanding ARCs are subject to Submitted Hold Orders), subject to the provisions of paragraph
- (iv) of this subsection (d), Submitted Orders shall be accepted or rejected as follows in the
following order of priority and all other Submitted Bids shall be rejected: - I

(A)  Existing Holders’ Submitted Bids specifying any rate that is equal to or lower than
. the Maximum Rate shall be rejected, so that such Existing Holders shall continue to hold-the’
aggregate principal amount of ARCSAsubject to such Submitted Bids: =

(B)  Potential Holders’ Submitted Bids specifying any rate that is equal to or lower than -
the Maximum Rate shall be accepted, thus requiring such Potential Holders to purchase the .
aggregate principal amount of ARCs subject to such Submitted Bids: and ' o

(C)  each Existing Holder’s Submitted Bid specifying any rate that is higher than the
Maximum Rate and the Submitted Sell Order of each Existing Holder shall be accepted. thus
requiring each Existing Holder that submitted any such Submitted Bid or Submitted Sell Order to
sell the ARCs subject to such Submitted Bid or Submitted Sell Order, but in both cases only for an
aggregate principal amount of ARCs obtained by multiplying the aggregate principal amount of -
ARCs subject to Submitted Bids described in clause (B) of this paragraph (1) by a fraction. the -
numerator of which shall be the aggregate principal amount of Outstanding ARCs subject to such
Submitted Bid or Submitted Sell Order and the denominator of which shall be the aggregate
principal amount of Outstanding ARCs subject to all such Submitted Bids and Submitted Séll
Orders. and the balance of each such Submitted Bid and Submitted Sell Order shall be rejected.

(i) - Ifall Outstanding ARGCs are subject to Submitted Hold Orders, all S.ubmitted Bids
shall be rejected. ' ' ' : - :
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(iv) If, as a result of the procedures described in paragraph (i) or (ii) of this subsection
(d), any Existing Holder would be entitled or required to sell, or any Potential Holder would be
entitled or required to purchase, a principal amount of ARCs that is not equal to $100,000 or a
whole muitiple thereof the Auction Agent shall, in such manner as, in its sole discretion, it shall
determine, round up or down the principal amount of ARCs to be purchased or sold by any
Existing Holder or Potential Holder so that the principal amount of ARCs purchased or sold by
each Existing Holder or Potential Holder shall be equal to $100,000 or a whole multiple thereof,
even if such allocation results in one or more of such Potential Owners not purchasing any ARCs.

&) Based on the results of each Auction, the Auction Agent shall determine the
aggregate principal amount of ARCs to be purchased and the aggregate principal amount of ARCs .
to be sold by Potential Holders and Existing Holders on whose behalf each Broker-Dealer
submitted Bids or Sell Orders and, with respect to each Broker-Dealer, to the extent that such
aggregate principal amount of ARCs to be sold differs from such aggregate principal amount of
ARC:s to be purchased, determine to which other Broker-Dealer or Broker-Dealers acting for one
or more purchasers such Broker-Dealer shall deliver, or from which other Broker-Dealer or
Broker-Dealers acting for one or more sellers such Broker-Dealer shall receive, as the case may be
beneficial ownership of ARCs.

(f) The County, the Trustee and the Auction Agent shall have no liability in the event
that there are not Sufficient Clearing Bids from time to time pursuant to this Exhibit C.

“{g)  The Trustee shall not be reSponSibIe for nor have any liability ‘with respect to the
failure or error of the Auction Agent to make any determination provided in this Exhibit C.
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| - APPENDIX J
' SETTLEMENT PROCEDURES

R éa;ﬁitélized terms used herein. shall'have'the réspective meanings specified 1n
APPENDIX E AND APPENDIX H of this Official Statement.

* (a) .' On é;ich- Auctibn Date, the Au‘c'tionwAgent is required to notify by telephone the
Broker-Dealers that participated in the Auction held on such Auction Date and submitted an Order
on behalf of any Existing Holder or Potential Holder of:

' ‘(i)‘ the Aﬁction Rate _ﬁxed'fbr the next succceding IntereSt Period for ARCs:-

Gi) ' whether Sufficient Clearing Bids have been made for the-determination of the
interest fate; . o S . . : ,

Gii)  if such Broker-Dealer submitted a Bid or a Seil Order on behalf of an Existing
Holder, whether such Bid or Sell Order. was accepted or rejected, in whole or in part, and the
principil amount of ARCs, if any, 10 be sold by such Existing Holder; :

(iv)  if such Broker-Dealer submitted a Bid on behalf of a Potentiul Holder, whether
such Bid was accepted or rejected, in whole or in part, and the principal amount of ARG, if any,
to be purchased by such Potential Holder; '

v) if the aggregate principal amount of ARCs to be sold by all Existing Holders on
whose behalf such Broker-Dealer submitted Bids or Sell Orders is different than the aggregate.
principal amount of ARCs to be purchased by all Potential Holders on whose behalf such
Broker-Dealer submitted a Bid, the name or names of one or more other Broker-Dealers (and the
Participant, if any, of each such other Broker-Dealer) and the principal amount of ARCs to be
(x) purchased from one or more Existing Holders on whose behalf such other Broker-Dealers
submitted Bids or Sell Orders or (y) sold to one or more Potential Holders on whose behalf such

other Broker-Deaters submitted Bids; and -
(vi)  the scheduled Auction Date for the next succeeding Auction.

(b) On each Auction Date, each Broker-Dealer that submitted an Order on behalf of any
Existing Holder or Potential Holder is required to: :

'(i‘) advise each Existing Holder and Potential Holder on whose behalf such”
Broker-Dealer submitted a Bid or Sell Order whether such Bid or Sell Order was accepted or
rejected, in whole or in part. :

(i) ~ instruct each Potential Holder on whose behalf such Broker-Dealer submitted a Bid
that was dccepted, in whole or in part, 10 instruct such Bidder’s Participant to pay to such
Broker-Dealer (or its Participant) through the Securities Depository the umount necessary to
purchase the principal amount of ARCs to be purchased pursuant to such Bid against receipt of
such principal amount of ARCs;

(iii)  instruct each Existing Holder on whose behalf such Broker-Dealer submitted a Bid
that was accepted, in whole or in part, or a Sell Order that was accepted, in whole or in part, to
{nstruct such Bidder’s Participant to deliver to such Broker-Dealer (or its Participant) through the
Securities Depository the principal amount of ARCs to be sold pursuant to such Bid or Sell Order
against payraent therefor; ' '




, (iv)  advise each Existing Holder on whose behalf such Broker-Dealer submitted ap
Order and each Potential Holder on whose behalf such Broker-Dealer submitted 2 Bid of the
interest rate for the next succeeding Interest Period with respect to ARCs; '

{v) advise each Existing Holder on whose behalf such Broker-Dealer submitted an
Order of the scheduled Auction Date for the hext succeeding Auction; and A -

(vi)  advise each Potential Holder on whose behalf :such Brokcr—Dealer__'submitte_d a Bid
that was accepted, in whole or-in part, of the schediled Auction Date for the riext succeeding
Auction. : o I B S

(¢} . On the basis of the information Pprovided to it pursuant to paragraph (a) above, each
Broker-Dealer that submitted a Bid or Sell Order is required to allocate any funds received by it -
pursuant to paragraph (b)(ii) above, and any ARCs received by it pursuant to paragraph (b)(iii)
above, among the Potential Holders, if any, on whose behalf such Broker-Dealer submitted Bids,
the Existing Holders, if any, on whose behaif such Broker-Dealer submitted Bids or Seli Orders,
and any Broker-Dealers identified to it by the Auction Agent pursuant to paragraph (a)(v) above.

- {d) - On the Business Day immediately succeedi{ig the Auction ‘__Date,_'th'e"Sécﬁritic's_‘-'
Depository will execute the transactions described above, debiting and crediting the accounts of the -
respective Participants as necessary to effect the purchases and sales of ARC:s as determined in the
Auction: . ' L Y S ' :




APPENDIX K
MASTER PURCHASER’'S LETTER

Relating to -Secﬁ'rities ln&olvin"g Rate  Settings
through - Auctions o ‘

To:  The Company
The Auction Agent

A Broker-Dealer

A Participant

Other Persons

L. This letter is designed to apply to auctions for publicly or privately offered debt or
equity securities {“Securities”) of any issuer (“Company”) which securities are described in any
final prospectus or other offering material relating to such Securities as the sume may be amended
or supplemented (collectively, with respect to the-particular Securities concerned, the “Prospectus™)
and which involve periodic rate settings through auctions (*“Auctions™). This letter shall be for the
benefit of any Company dand of any trust company or auction agent (collectively, “trust company’),
broker-dealer, agent member, securities depository or other interested person in connection with
any Securities and related Auctions (it being understood that such persons may be required to
execute specified agreements and nothing herein shall alter such requirements). The terminology
used herein is intended to be general in its application-and not to exclude any Securities in respect
of which (in the Prospectus or otherwise) alternative terminology is used. 2

2. We may from time to time offer to purchase, purchase, offer to sell and/or sell
Securities of any Company as described in the Prospectus relating thereto. We agree that this letter
shall apply to all such purchases, sales and offers and to Securities owned by us. We understand
that the dividend/interest rate on Securities may be based from. time to time on the results of
Auctions as set forth in the Prospectus.

3. We agree that any bid or sell order placed by us shall constitute an irrevocuble offer
by us to purchase or sell the Securities subject to such bid or sell order, or such lesser amount of
Securities s we shall be required to sell or purchase as a result of such Auction, at the applicable
price, all as set forth in the Prospectus, and that if we fail to place a bid or sell order with respect to
Securities owned by us with a broker-dealer on any auction date, of 4 broker-dealer to which we
communicate a bid or sell order fails to submit such bid or sell order to the trust company’
concerned. we shall be deemed to have placed a hold order with respect to such Securities as
described in the Prospectus. We authorize any broker-dealer that siubmits a bid or sell order as our
agent in Auctions to execute contracts for the sale of Securities covered by such bid or sell order.
We recognize that the payment by such broker-dealer for Securities purchased on our behalf shall
not relieve us of any liability to such broker-dealer for puyment for such Securities. :

4. We agree that, during the applicable period as described in the Prospectus,
dispositions of Securities can be made only in the denominations set forth in the Prospectus and we
will sell, ransfer or otherwise dispose of any Securities held by us from time to time only pursuant
to a bid or sell order placed in an Auction, to or through a broker-dealer or, when permitted in the
Prospectus, to a person that has signed and delivered, or caused to be delivered on its behalf, to the
applicable trust company a letter substantially in the form of this letter (or other applicable
purchaser’s letter), provided that in the case of all transfers other than pursuant to Auctions we or
our broker-dealer or our agent member shall advise such trust company of such transfer. We
understand that a restrictive legend will be placed on certificates representing the Securities and
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stop-transfer instructions will be issued to the transfer agent and/or registrar, all as set forth in the
Prospectus. . We agree to comply with any transfer restrictions or other related procedures as
described in the Prospectus. . S '

5. We agree that, during the applicable period as described in the Prospectus,
ownership of Securities shall be represented by a global certificate registered in the name of the
applicable securities depository or its nominee, that we will not be entitled to receive any certificate
representing the Securities and that our ownership of any Securities will be maintained in
book-entry form by the securities depository for the account of our agent member which in turn
will maintain records of our béneficial ownership. We authorize and instruct our agent member to
disclose to the applicable trust company such information concerning our beneficial ownership of
Securities as such trust company shall request. '

6. We acknowledge that partial deliveries of Securities purchased in Auctions may be

~made to us and such deliveries shall constitute good delivery as set forth in the Prospectus.
7. This letter is not a commitment by us to purchase any Securities.
8. This letter supersedes any prior-dated version of this master purchaser's letter and

supplements any prior or post-dated purchaser’s letter specific to particuiar Securities: any recipient
of ‘this letter may rely upon it until such recipient has received a signed writing amending or
revoking this letter. :

9. The descriptions of Auction procedures set forth: in each applicable Prospectus are
incorporated by reference herein and..in case of any conflict between this letter and any such
description. such description shall control. .

[0. Any photocopy or other reproduction of this letter shall be deemed of equal effect as a
signed original. y S _

L1.. Our agent member of the securities depository currently is

[2. Our personnel authorized to place order with broker-dealers for the purposes set forth
in the Prospectus in Auctions currently is/are _ : , telephone number (_) .

13. Our taxpayer identification number is

14. We agree that. during the applicable periods described in the Prospectus. if we decide.
to link our beneficial ownership of any Securities with our beneficial ownership of other debt of |
the County of San Diego. or if we decide to break any such linkage. we will instruct our agent
member and our broker-dealer to link such beneficial ownership or break such linkage in
accordance with the procedures set forth in the Prospectus. and we acknowledge that such
instructions must be submitted through the applicable trust company and may not be given during
certain periods described in the Prospectus. ‘ . A

Dated:

(Name of Purchaser)

By: S

Print Name:

Titde: ‘
Mailing Address of Purchaser:
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m - o . AMBAC Indemnicy Corporation
gl s e . /o CT Corporation Systems: -
e Municipal Bond Insurance Policy /0. Mifflin St.. Madison, Wisconsin 53703
‘ Co Administrative Office:
One Scate Streer Plaza, New York, NY 10004
Telephone: (212) 668-0340

Issuer: . Policy Number:

Bonds: - ' Premium:

AMBAC Indemnity Corporation (AMBAC) A Wisconsin Stock Insurance Company

in consideration of the payment of the Premium and stibject o the terms of this Policy, hereby agress 1o pay 10
Company of New Yotk, as crustee, or ics successor (the “Insurance Trustee™, for che benefir of Bongholde;
cip2] of and incerest on the above-described debr obiigations (the “Bonds™) which shail become Due fog®

reason of Nonpaymene by che [ssuer

AMBAC will make such payments to che Insurance Trustee within éne (1} business day s i PBAC of Nonpay-

. ‘ A gpurcea¥ne coypons, un-
canceled ‘and in bewrer form and free of any adverse claim, the Insumance Trustee o \ BAgdNpider che face amoune of
principal and interest which s then Due for Paymene bur is unpaid, Upon su A N SNl become che owner of the

Inited Scates Trusc
{¢ Pottion of the prin-
Il be unpaid by

In cases where the Bonds are issuable only in 2 form -whereby principd] Neg - Badholders or their assigns, the
Insurance Trustee shall disburse principal 20 a Bondholder as af¢ i and surrender o the [nsurance. Trugtae
of the unpaid Bond, uncanceled and free of any adverse claim, of assignment. .in form sacisfactory to the
Insurnce Trustes, duly execured by the Bondholder or NIpEed representative, 30 as {0 permir ownership of
such Bond to be registered in the qame of AMBAC or i

Re Bonds are isswable only in a form whereby inzerese
is payable to registered Bondholders or cheir assigns,

disburse interest to 2 Bondholder as aforeszid only
upon prestacation to the Insurance Truscee of prpd n encitled to the payment of intersse on the Bond and
delivery to the Insutance Trustee of an in

satisfactory o the Insurance Trustee, duly execyted by the
claimant Bondholder or such Bondholder e + Transferring to AMBAC all righes under such Bond ro racejve
the interest in respect of which the Jo flade. AMBAC shall be subrogated to all the Bondholders tights to

-payment on tegistered Bonds rq & ; burscnaents 50 made.

; % a5 notice that any payment of principal of or interest on 2 Bond which has
become Due for Paym b oider by or on behalf of the Issuer of the Bonds has been deemed a praferencial
transfer and cherer : ¢ owner pursuanc o the United Stares Bankeupecy Code in accordance with a final,

PRIenT jurisdiction, such registered owner will be entitled to payment from AMBAC ta the extenc
ot otherwise available. .. ., I . :

As used herein, the der” means aay person other thaa the [ssuer who, at the time of Nonpaymen, is the owner of 2 Bond

or of 2 coupon appertaigg nd. As used herein, “Due for Paymenc”, when referring o the principal of Bonds, is when the stated
macurity dace or 2 ma. emption dare for the application of a required sinking fund instailment has been reached and does noc

refer to any earlier date on which payment is due by reason of call for tedemption {other than by zpplication of required sinking fund
instzilments), acceleration or other advmcerx_xgnt of maturity; and, when referring co interest on the Bonds, is when the scated date for -
paymenc of interest has been reached, As used herein, “Nonpaymenc” means the failure of the Issutr to have provided sufficient funds
%o the paying z2genc for paymene in full of ai] principal of and incerssr 6n the Bonds which ate Due for Payment, o

- . S T \“‘.o :
Effective Da:e_: ) Authorized Representtive
UNITED STATES TRUST COMPANY OF NEW YORK acknowiedges that it ‘

has agreed to perform the duties of Insurance Trustee under this Policy. % %
. Form # $66-0003 (8/92) o Authorized Officer g




m e ' AMBAC Indemnity Corporation - - -
: : L _.clo CT Corporation Systems -~ .+

SE——— - e : ' 44 East Mifflin Street -
' Madison, Wisconsin 53703
Administrative Qffice: -
) _ " One State Street Plaza
Endorsement New York, New York 10004
Policy issued to: ' : Attached to and forming part of

Effective Date of Endorsement: .

ising under
ation,

in the event that AMBAC Indemnity Corporation were to become ins
the Policy wouid be excluded from coverage by the California Ins
established pursuant to the laws of the State of California: PaymeR
to the Bonds, as defined in the Policy, may not be accelerat dD
trustee or paymg agent for, the Bonds.

N

Bbligor on, orany

gextend any of the terms, condmons, provmons agreements or -
bdfve stated. ‘

eff the Somfany has caused its Comorate Sealto be hereto affixed and these presents o be signed by its
duly authorizd (iR ONmNg 10 become effective as its original seal and signatures and binding on the Companyby -

AMBAC Indemnity Corporation

L (s

."5"-"""* ‘\

7 gl

i %',

4 #

L ’

| . & ™ i

 Presidem -!‘ . k-,sm,‘;\é d Secretary |
‘\“".
Authorized Representative

- Eorm # SZB-0015(8/92)






